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Passed the Senate, amended, February 17. Sent to con- 
ference February 18. Conference report filed February 
20; Report No. 342. Senate agreed to conference report 
March 1. Approved by the President March 3. Public 
Law No. 36. ; 

Feb. 2—The bill (H. R. 8264) making appropriations 
for the Department of Agriculture for the fiscal year end- 
ing June 30, 1927, was passed by the House. Reported 
in the Senate, amended, February 23; Report No. 200. 
Passed Senate, amended, February 27, 1926. Sent to 
conference March 2, 1926. 

Feb. 4—The bill (H. R. 8917) making appropriations 
for the War Department for the fiscal year ending June 
30, 1927, was reported in the House from the Committee 
on Appropriations; Report No. 197. Passed the House 
February 16. Reported in the Senate, amended, March 
3; Report No. 251. 

Feb. 15—The bill (H. R. 5959) making appropriations 
for the Treasury and Post Office Departments for the 
fiscal year ending June 30, 1927, was passed by the Sen- 
ate, and sent to conference. Senate agreed to conference 
report February 23. House agreed to conference Febru- 
ary 25. Approved by the President March 2. Public 
Law No. 35. 

Feb. 15—The bill (H. R. 7554) making appropriations 
for the Navy Department for the fiscal year ending June 
30, 1927, was reported in the Senate, amended; Report 
No. 184. Passed the Senate, amended, February 16. 
Sent to conference February 17. 

Feb. 15—The bill (H. R. 9341) making appropriations 
for the Executive office and independent executive bu- 
reaus, etc., for the fiscal year ending June 30, 1927, was 
reported in the House from the Committee on Appropri- 
ations; Report No. 285. Passed the House March 2. 

Feb. 26—The bill (H. R. 9795) making appropriations 
for the Departments of State and Justice and for the 
Judiciary, and for the Departments of Commerce and 
Labor for the fiscal year ending June 30, 1927, was re- 
ported in the House from the Committee on Appropria- 
tions; Report No. 388. Passed the House March 6. 


National Defense 

“The Departments of War, Navy and Commerce should 
each be provided with an additional assistant secretary 
* * * to give special attention to air navigation. 

“Aviation ts of great importance both for national de- 
fense and commercial development. We ought to pro- 
ceed in its improvement by the necessary experiment and 
investigation.” 

Feb. 11—Mr. Morin, Pa., R., reintroduced the bill to 
increase the efficiency of the Air Service of the United 
States (H. R. 9220). The bill was referred to the House 
Committee on Military Affairs. 

Feb. 26—The Senate Committee on Military Affairs 
reported the bill (S. 3321) to increase the efficiency of 
the Air Service of the United States. (S. Report No. 
224). 

Feb. 26—The House Committee on Naval Affairs held 
hearings on measures (H. R. 8123 and 8125) to carry 
out the recommendations of the President’s Aircraft 
Board. The hearings were continued until March 4. 

Feb. 26—The Committee on Naval Affairs reported a 
bill (H. R. 9690, Butler, Pa., R.) to authorize construc- 
tion and procurement of aircraft and aircraft equipment 
in the Navy and Marine Corps, and to adjust and define 
the status of the operating personnel in connection there- 
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with. (H. Report No. 389). The bill embraces a five- 
year building program for the Naval Air Service estimated 
to cost $85,078,000. 

Mar. 3—Mr. Morin, Pa., R., Chairman of the House 
Committee on Military Affairs, announced that the com- 
mittee would draft a compromise bill based on the recom- 
mendations of the President’s Aircraft Board, and that 
the building program submitted by the War Department 
would be incorporated. The recommendations of Mr. 
Davis, Secretary of War, which were included as a sup- 
plement to President’s Aircraft Board report, urged a five- 
year building program. It is estimated that the program 
will require an expenditure of approximately $60,000,000. 


Agriculture 

“A bill * * * which has been drafted with the approval 
of * * * leaders in the cooperative movement will be pre- 
sented to the Congress.” 

Mar. 5—The Senate Committee on Agriculture and 
Forestry began hearings in the bill (H. R. 7893, Haugen, 
Ia., R.) to create a division of cooperative marketing in 
the Department of Agriculture. The hearings were con- 
tinued on March 6, 8 and 9. The committee is scheduled 
to hold further hearings on the bill beginning March 12. 


Muscle Shoals 

“Muscle Shoals * * * ought to be developed for the 
production of nitrates primarily, and incidently for power 
purposes * * * the best possible deposition can be made 
by direct authorization of the Congress. I recommend 
the immediate appointment of a small joint special com- 
mittee chosen from the appropriate standing committees 
of the House and Senate to receive bids. * * * ” 

Mar. 8—The Senate by a vote of 51 to 26 adopted the 
resolution (H. Con. Res. 4) to create a joint congressional 
committee to negotiate for the leasing of the Government 
Muscle Shoals properties. The Senate made two amend- 
ments to the resolution. One, by Senator Caraway, Ark., 
D., requires that surplus power development be distributed 
equitably among the States to which it may be trans- 
ported. The other, by Senator Lenroot, Wis., R., gives 
the committee until April 26, 1926, to submit a proposal 
to Congress for a lease or leases of the project. The 
resolution now goes to conference. 


Reclamation 


“The Congress has already provided for a survey which 
will soon be embodied in a report.” 

Mar. 4—The Department of the Interior transmitted 
to Mr. McNary, Chairman of the Senate Committee on 
Irrigation and Reclamation, the draft of a bill designed 
to authorize and experiment as to selective settlement and 
development on not exceeding two of the existing reclama- 
tion projects. The bill was prepared as a result of a con- 
ference between the Committee on Irrigation and Reclam- 
ation and the Department of Interior, and embodies a 
compromise agreement between the Department and a 
group of western Senators. The bill (S. 3425) was intro- 
duced in the Senate by Mr. Kendrick, Wyo., D., on 
March 5. 

Mar. 9—Mr. Kendrick, from the Committee on Irriga- 
tion and Reclamation, favorably reported the bill (S. 
3425) without amendment. (S. Report No. 305). The 
Senate passed the bill. In the House the bill was referred 
to the Committee on Irrigation and Reclamation. 

Continued on page 105 
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Congress Day by Day 
A Daily Record of Proceedings on the Floor of the Senate and House 
For the Period Fanuary 29 to February 27, 1926 


Friday, January 29, 1926 
SENATE: 


Continued consideration of the revenue bill (H. R. 1). 
Agreed to committee amendments on non-controversial sec- 
tions of the bill. 

An executive session was held. 

Recess was taken. 

HOUSE: 

Major Stedman, N. C., D., Confederate veteran, was con- 
gratulated by members of both parties in brief speeches on 
the occasion of his eighty-fifth birthday. 

Continued consideration of the Department of Agricul- 
ture appropriation bill (H. R. 8264). 

Adjourned. 


Saturday, January 30, 1926 
SENATE: 
Continued consideration of the revenue bill (H. R. 1). 
Passed the bill (S. 481, Cummins, Ia., R.) to legalize the 


use of corn and fruit sugars in canning and preserving 
food products. 


Executive session was held. 

Adjourned. 

OUSE: 

Continued consideration of the Department of Agriculture 
appropriation bill (H. R. 8264). 

Passed the bill (H. R. 780) permitting the National Society 
of Daughters of the American Revolution to increase its 
property holdings from $2,000,000 to $5,000,000. 

Adjourned. 


Monday, February 1, 1926 
SENATE: 


Passed a bill (S. 2464, Moses, N. H., R.) providing for 
holding of terms of the Federal District Court at Con- 
cord, N. H. 

_ Mr. King, Utah, D., spoke on monopolistic trade associa- 
tions and urged an investigation by the Committee on the 
Judiciary. 

Considered the bill (S. 1035, Walsh, Mont., D.) relating 
to procedure in contempt cases. 

Resumed consideration of the revenue bill (H. R. 1). Mr. 
King, Utah, D., spoke on surtaxes, estate taxes, and publicity 
of income tax returns. 

Passed a number of bills authorizing construction of 
bridges. 

Recess was taken. 

HOUSE: 

Passed a bill (S. 1478, Wadsworth, N. Y., R.) transferring 
title of the new Dixie Highway to the State of Kentucky. 

Passed bills authorizing construction of bridges, and bills 
relating to Indian affairs. 

Passed a bill (H. R. 5242, Sinnott, Ore., R.) to repeal the 
act of Jan. 27, 1922, providing for change of homestead entry. 

Amended and passed a bill (H. R. 7371, Sinnott, Ore., R.) 
to define trespass on coal land of the U. S. 

Completed consideration of the Department of Agriculture 
imam bill (H. R. 8264) in the Committee of the 

ole. 


Adjourned. 
Tuesday, February 2, 1926 
SENATE: 


Resumed consideration of the revenue bill (H. R. 1). 
Agreed to the Committee amendments changing the tax on 
corporations from 12% per cent to 13% per cent, and elimi- 
nating the capital stock tax. 

Recess was taken. 

HOUSE: 

Passed the Department of Agriculture appropriation bi!! 
(H. R. 8264). 

Began consideration of the bill (H. R. 8722) making ap- 
propriation to supply urgent deficiencies for the fiscal year 





Wednesday, February 3, 1926 


The Secretary of the Treasury, in response to S. Res. 99, 
(La Follette, Wis., R.) transmitted a report on Federal taxes 
paid by anthracite coal corporations (S. Doc. No. 48). 

R d consideration of the revenue bill (H. R. 1). 
Agreed to the Committee amendment of a maximum surtax 
of 20 per cent. 

Recess was taken. 

HOUSE: 

Completed consideration of amendments to the McFadden 
national bank bill (H. R. 2). 

Adjourned. 


Thursday, February 4, 1926 


SENATE: 





SENATE: 

Resumed consideration of revenue bill (H. R. 1). 

Mr. Copeland, N. Y. D., Mr. Reed, Pa., R., Mr. Herrison, 
Miss., D., and Mr. McKellar, Tenn., D., discussed the coal 
situation. 

An executive session was held. 

Recess was taken. 

HOUSE: 

Passed by a vote of 293 to 90, the McFadden national 
bank bill (H. R. 2). In the Senate the bill was referred to 
the Committee on Banking and Currency. y 

Resumed consideration of the first urgent deficiency bill 
for 1926 (H. R. 8722). Z 

Mr. Madden, Chairman of the Committee on Appropria- 
tions, reported the bill (H. R. 8917) making appropriation 
for the War Department for fiscal year ending June 30, 1927. 

Adjourned. 


Friday, February 5, 1926 


SENATE: : 

A motion by Mr. Copeland, N. Y., D., to lay aside the reve- 
nue bill in order to consider the coal situation, was rejected 
by a vote of 47 to 29. 

Continued consideration of revenue bill (H. R. 1). Mr. 
Couzens, Mich., R., and Mr. McKellar, Tenn., D., discussed 
the repeal of the income tax publicity provision of the bill. 

Adopted a resolution (S. Res. 141) reported from the Com- 
mittee on the Judiciary, calling upon the Federal Trade 
Commission for evidence obtained in the investigation of 
the Aluminum Co. of America. 

Recess was taken. 

HOUSE: 
Considered bills on the Private Calendar. 
Adjourned. 


Saturday, February 6, 1926 
SENATE: 


Mr. Ernst, Ky., R., submitted a minority report from the 
Select Committee which investigated the Bureau of Internal 
Revenue. The majority ——— was submitted by Mr. Couz- 
ens, Mich., R., January 12. Sa 

Mr. Robinson, Ark., D., explained the provisions of his bill 
(S.3029) to create a board of industrial adjustments, etc. 
The bill was referred to the Committee on Education and 
Labor. : 

Refused by a vote of 43 to 88 to consider the resolution 
(S. Res. 134, Copeland, N. Y., D.) requesting the President 
to call a conference on the coal strike. : 

Continued consideration of the revenue bill (H. R. 1.) 

to a Committee amendment rejecting a provision 
for an 8 per cent tax on leaf tobacco sold by dealers. 

An executive session was held. 

Recess was taken. 

HOUSE: ' He 

Passed a bill (H. R. 1838, Knutson, Minn., R.) providing 
for a per capita payment of $50 to members of the Chippewa 
Tribe of Minnesota. 

Passed the first urgent deficiency bill (H. R. 8722). 
Adjourned. 


——" 
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Monday, February 8, 1926 
SENATE: 


Resumed consideration of the revenue bill (H. R. 1). Mr. 
Norris, Nebr., R., spoke on his amendment for publicity of 
income tax returns. 

Mr. La Follette, Wis., R., and Mr. Shipstead, Minn., Far- 
mer-Labor, spoke in favor of the Norris amendment. The 
amendment was rejected by a vote of 49 to 32. 

Recess was taken at 9:15 p. m. ' 
HOUSE: 

Considered legislation for the District of Columbia. The 
bill (H. R. 7669) to provide care for dependent children 
(mothers’ pension bill) was considered and laid aside with 
favorable recommendation. 

Adjourned. 

Tuesday, February 9, 1926 
SENATE: 

Resumed consideration of the revenue bill (H. R. 1). De- 
bated the estate tax provisions of the bill. 

Passed by a vote of 55 to 21 the Copeland resolution as 
modified (S. Res. 134) requesting the President to call a 
conference of coal operators and miners. 

Recess was taken. 

HOUSE: 
Passed the bill (H. R. 6556) to establish artificial bathing 
beaches in the District of Columbia. 

Began general debate on the War Department appropria- 
tion bill (H. R. 8917). 

Adjourned. 


Wednesday, February 10, 1926 
SENATE: 


Resumed consideration of the revenue bill (H. R. 1). Con- 
tinued debate on the estate tax. Adopted by a vote of 49 
to 26 the Committee amendment as amended repealing the 
estate tax. Also adopted amendments repealing all taxes 
on admissions, dues, automobiles and trucks and accessories. 

Recess was taken. 

HOUSE: 

Continued debate on the War Department appropriation 
bill (H. R. 8917). 

Adjourned. 


Thursday, February 11, 1926 
SENATE: 


Resumed consideration of the revenue bill (H. R. 1). The 
terms of members of the Board of Tax Appeals were fixed at 
ten years and appointment of employes of the Internal 
Revenue Bureau to the Board of Tax Appeals was prohibited. 

Passed the bill (H. R. 183) providing for a per capita pay- 
ment of $50 to enrolled members of the Chippewa Indian 
Tribe of Minnesota. 

Recess was taken at 10 p. m. 

HOUSE: 

Statement from the State Department of action by the 
states on the proposed Child Labor Amendment was printed 
in the Record. 

Mr. LaGuardia, N. Y., Socialist, made an unsuccessful at- 
tempt to call up his resolution (H. Res. 114) requesting 
certain information from the Department of Justice relative 
to the Ward Food Products Corporation. 

Resumed consideration of the War Department appropria- 
tion bill (H. R. 8917). 


Adjourned. . 
SENATE: Friday, February 12, 1926 


Passed the revenue bill (H. R. 1) by a vote of 58 to 9. 
Mr. Smoot, Utah, R., Mr. Simmons, N. C., D., and Mr. Gerry, 
R. L, D., were appointed as conferees on the part of the 
Senate. 

Adjourned at 11 p. m. to meet Monday. 

HOUSE: 
P Mr. Timberlake, Colo., R., read Lincoln’s Gettysburg Ad- 
ress. 

Passed an omnibus bill (H. R. 7906) granting pensions 
and increases in pensions to certain soldiers and sailors of 
the Regular Army and Navy, etc., and certain soldiers and 
sailors of wars other than the Civil War. 

Continued consideration of the War Department appro- 
priation bill (H. R. 8917). 

Adjourned. 

SENATE: Saturday, February 13, 1926 

Not in session. 
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HOUSE: 

Continued consideration of the War Department appro- 
priation bill (H. R. 8917). 

Adjourned. 


Monday, February 15, 1926 
SENATE: 


Mr. King, Utah, D., spoke on Philippine independence. 

Mr. Walsh, Mont., D., from the Committee on the Judi- 
ciary, submitted a report (S. Report No. 177) pursuant to S. 
Res. 109, directing an investigation relative to the Depart- 
ment of Justice and the Aluminum Co. of America. 

Passed by a vote of 73 to 2, the resolution (S. J. Res. 9, 
Norris, Nebr., R.) proposing an amendment to the Constitu- 
tion under which the terms of President, Vice President and 
members of Congress, and the assembling of Congress would 
begin in January. 

Passed a number of bills on the Calendar, among which 
was a bill (S. 2005, Fernald, Me., R.) for the enlargement 
of the Capitol grounds. 

Passed the Treasury and Post Office Departments appro- 
priation bill (H. R. 5959). 

Passed a bill (S. 1170, Warren, Wyo., R.) to provide for 
the appointment of a Commissioner of Reclamation with a 
salary of $10,000 per year. 

An executive session was held. 

Adjourned. 

HOUSE: 

Mr. Green, Ia., R., Mr. Hawley, Ore., R., Mr. Treadway, 
Mass., R., Mr. Garner, Tex., D., and Mr. Collier, Miss., D., 
were appointed conferees on the part of the House to meet 
with the Senate conferees on the revenue bill (H. R. 1). 

Passed a nuinber of bills on the Consent Calendar. 

Passed by a vote of 263 to 120, the bill (H. R. 6559, Elliott, 
Ind., R.) to provide for the construction of public buildings, 
ete. 

The Committee on Appropriations reported the independent 
offices appropriation bill (H. R. 9341). 

Adjourned. 


Tuesday, February 16, 1926 
SENATE: 


Mr. Cummins, Ia., R., requested time in which to file the 
minority views of the Judiciary Committee in the Aluminum 
Co. of America case. 

Passed a number of bills on the Calendar. 

Passed the Navy Department appropriation bill (H. R. 


7554). P 
An executive session was held. 
Adjourned. 

HOUSE 


Passed the War Department appropriation bill (H. R. 8917). 

Adopted by a vote of 248 to 99, a motion to consider the 
resolution (H. J. Res. 153) providing for the participation 
of the United States in the sesquicentennial celebration in 
Philadelphia. 

Adjourned. 


Wednesday, February 17, 1926 
SENATE: 


Adopted a resolution (S. Res. 146, Lenroot, Wis., R.) di- 
recting the Tariff Commission to inquire into the cost of 
production of certain dairy products in the United States 
and in the countries from which such products are imported. 

Passed a number of bills on the Calendar. 

FO the urgent deficiency appropriation bill (H. R. 


Adjourned. 
HOUSE: 

Passed by a vote of 226 to 121, the resolution (H. J. Res. 
153) providing for the sesquicentennial celebration at Phila- 
delphia, and authorizing $2,186,000 for government partici- 
pation therein. 

Passed a bill (H. R. 9272, Lindsay, N. Y., D.,) expressing 
the appreciation of Congress for the heroic services 
rendered by the officers and crews of the steamships 
President Roosevelt, President Harding, American Trader, Republic 
and Cameronia. 

Resumed consideration of the independent offices appro- 
priation bill (H. R. 9341). 

Adjourned. 


Continued on page 104 
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Early History of Federal Banking Legislation 


By E. A. GotpENWEISER 
Assistant Director Division of Research and Statistics, Federal Reserve Board 


WO central banking institutions of large resources 
were established in the early period of our history 
under acts of Congress granting to them exclusive bank- 
ing privileges, and although each of these institutions ful- 
filled the purposes of its incorporation in providing a uni- 
form, safe currency and in rendering services as the fiscal 
agent of the Government, each failed nevertheless to se- 
cure from Congress a renewal of its charter. 

The act incorporating the First United States Bank, 
drawn in accordance with a plan submitted by Hamilton, 
became a law on February 25, 1791. Incorporated for a 
period of 20 years, with an authorized capital of $10,- 
000,000, the bank appears to have been well managed 
from first to last. It had authority to loan on real estate, 
to issue bills and notes receivable in payment of all debts 
to the United States, and to establish branches for dis- 
count and deposit anywhere in the discretion of its di- 
rectors. Its charter expired on March 4, 1811, and was 
not renewed. 

For several years following, including the war period, 
public receipts were deposited in selected State banks. 
The note circulation of these depositories and of State 
banks generally increased rapidly in the war period. In 
1814, Secretary Dallas recommended establishment of a 
national institution as “the only efficient remedy for the 
disordered condition of our circulating medium.” The act 
incorporating the Second Bank of the United States, with 
a capital of $35,000,000, was signed by President Madison 
on April 10, 1816, and the bank began operations on 
January 7 of the year following at what is described as 
the “worst stage of the monetary troubles” consequent 
upon the suspension of specie payments in 1814. 

The charter provisions under which the first and sec- 
ond banks of the United States operated were essentially 
similar. In each case the Government subscribed for one- 
fifth of the capital, paying its subscription in Government 





stocks. Private subscriptions were payable one-fourth in 
specie and three-fourths in Government stock. The di- 
rectors were authorized to establish branch offices; pub- 
lic receipts were to be deposited in the bank and its 
branches for transfer and disbursement; and bills and 
notes of the bank were receivable in payment of debts to 
the United States. The first bank established eight 
branches, and in 1829 the second bank was operating 25 
branches. 

President Jackson in his first message in 1829 raised 
the question of “both the constitutionality and the ex- 
pediency of the law creating this bank,” and in 1832 he 
vetoed a rechartering bill. The question of rechartering 
immediately became the dominant issue of the following 
campaign, and Jackson’s reelection was interpreted as a 
popular endorsement of his bank policy. In September, 
1833, Secretary Taney issued an order for effecting a 
removal of public deposits to selected State banks, and 
this executive procedure was given legislative endorse- 
ment in an act of June 23, 1836, specifically providing for 
deposit of public moneys in State banks. At the expira- 
tion of its National charter, the Bank of the United States 
continued to operate for some years under a charter ob- 
tained from the Legislature of Pennsylvania. 

Difficulties similar to those experienced in the earlier 
period in which public funds had been entrusted to se- 
lected State banks were now again experienced by the 
Treasury. The State banks had greatly expanded their 
note circulations and were heavily involved in public land 
speculations. The collapse came in 1837, and in May of 
that year banks in all sections of the country suspended 
specie payments. 

Banking in the years between 1846 and 1863, when 
the national system was initiated was under the laws of 
the several States. 
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Distinguishing features of the national banking sys- 
tem, as set up in the acts of 1863 and 1864, are found 
in the provisions for national incorporation of banks and 
for the issue of a bond-secured bank currency; in spe- 
cific requirements as regards reserves to be held against 
deposit liabilities; and in provision for general supervision 
under direction of a Treasury official, the Comptroller of 
the Currency. : 

It was provided that banks taking out national charters 
should be permitted to issue notes secured by United 
States bonds deposited with the Secretary of the T'reasury 
up to 100 per cent of the market value of the bonds not 
exceeding par. On March 2, 1865, an act was passed im- 
posing a prohibitory tax of 10 per cent on State bank 
notes issued after July, 1866. This act by virtually re- 
stricting the note issue privilege to national banks was 
effective in inducing State banks to take out national 
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charters, and the number of national banks increased 
from 638 in January, 1865, to 1,513, in the following 
October. Under the national banking system currency 
issues were safe but rigidly inelastic. After the panic of 
1907 an act was passed authorizing banks to issue emerg- 
ency notes secured by commercial paper and other securi- 
ties, but the notes were subject to taxation at a rate suf- 
ficiently high to make them unprofitable except as tem- 
porary emergency issues. 

The Federal Reserve Act of December, 1913, effected 
a thoroughgoing revision of our banking system. It re- 
quired all national banks to become members of the Fed- 
eral Reserve System on penalty of surrendering their na- 
tional charters. State banks are permitted to join, re- 
taining all their State charter privileges in so far as these 
are not inconsistent with the provisions of the Federal 
Reserve Act. 





Federal Supervision of Banking Today 


Comptroller of the Currency 


Comptroller—Joseph W. McIntosh 
Deputy Comptrollers—Charles W. Collins, E. W. Sterns, Willis J. Fowler 
Chief National Bank Examiner—J. W. Pole 





Federal Reserve Board 
Ex officio members: 
A. W. Mellon, Secretary of the Treasury, Chairman 
J. W. McIntosh, Comptroller of the Currency 


Governor—D. R. Crissinger 


Vice-Governor—Edmund Platt 


Adolph C. Miller, Charles S. Hamlin, George R. James, Edward H. Cunningham 


Office of the Comptroller of the Currency 


By J. W. MclInrosx 
Comptroller of the Currency 


HEN the national banking system was established 
in 1864 the office of the Comptroller of the Cur- 
rency was created in order that there might be a Federal 
official to supervise the new banking system. Although 
the name “Comptroller of the Currency” is now more 
or less of a misnomer, since his primary function is that 
of a bank supervisor, in the beginning the chief interest 
of the Federal Government was in the establishment and 
protection of the new system of currency created by the 
issuance of the national bank notes. In the title of the 
office, therefore, the currency feature predominates. 
There are now in the Bureau of the Comptroller of the 
Currency, in addition to the Comptroller, three Deputy 
Comptrollers and a Chief National Bank Examiner with 
the necessary number of assistants and clerical person- 
nel to perform the work of the Washington office. In 
addition there is a field force of one hundred and forty- 
eight national bank examiners operating under twelve 
District Chief National Bank Examiners with headquar- 
ters in the respective Federal Reserve cities. 
The principal functions of the Comptroller are to pass 
upon charters for new national banks, to supervise the 
operations of the going national banks, to appoint re- 


ceivers and supervise the winding up of the affairs of failed 
national banks and to sit as a member of the Federal 
Reserve Board. The Comptroller is required to make an 
annual report directly to Congress. 

Any group of persons, not less than five, may apply 
to the Comptroller for a charter to form a national bank. 
When such application is received the Comptroller orders 
an investigation to be made as to the character, experi- 
ence and financial standing of each of the applicants and 
also into the question whether there is need for a new 
bank in the place requested and whether there are pros- 
pects of the bank operating with success. If these con- 
ditions are met a charter is issued and the bank begins 
operations under the general supervision of the Comp- 
troller, who is required by law to have the bank thorough- 
ly examined at least twice a year. In addition to the 
examination reports, which are made to the Comptroller 
and which are held in confidence, all national banks are 
required upon notice by him to report to him not less 
than three times a year a true condition of the bank at 
the close of a prior day named by the Comptroller. 

In many instances persons desiring to organize a na- 
tional bank do not meet all of the requirements of the 
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Comptroller and the application is denied. The re- 
sponsibility is largely upon the Comptroller to prevent 
undesirable national banks from being organized. 

The most important work done by the Comptroller of 
the Currency is that involved in the regular examinations 


of national banks. It is the duty of the Comptroller to 
require every national bank to conform to the provisions 
of the national banking laws. These laws govern every 
phase of the banking business, the most vital. of which 
are the making of loans and investments. At stated in- 
tervals unknown to the bank, a national bank examiner 
walks in and begins a thorough and comprehensive ex- 
amination of all of the bank’s affairs. He goes over the 
loans made by the bank and appraises all of the securities 
which the bank may have purchased. He makes a com- 
plete report in writing to the Comptroller which shows 
in detail whether the bank is operating in a safe and 
conservative manner. It is from these reports that the 
Comptroller gains the information upon which to deal 
with the bank. This contact through the examiners is 
the chief means of enabling the Federal Government to 
discharge its responsibilities to the public in the matter 
of national bank supervision. If a bank knowingly and 
willfully violates the national banking laws, the Comp- 
troller of the Currency has authority to bring suit in his 
own name to forfeit the charter of the bank. However, 
within the entire period of the sixty-two years of opera- 
tion of the national banking system it has been necessary 
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for the Comptroller to resort to this procedure only two 
or three times. 

When a national bank fails it is the duty of the Comp- 
troller immediately to appoint a receiver. The receiver 
takes charge of the bank and winds up its affairs. He 
collects the debts due the bank and out of the proceeds, 
added to the cash on hand, he pays dividends to the 
creditors who are largely the depositors. It should be 
stated here that although the Federal Government at- 
tempts by supervision to keep all national banks in sound 
condition, it does not guarantee to the depositors that 
they will be paid in full in the event the bank fails. 

Two forms of currency are issued from the office of 
the Comptroller of the Currency. The first are the na- 
tional bank notes which any national bank may request 
upon depositing with the Treasurer of the United States 
a sufficient amount of Government bonds of the character 
permitted by law as security for these notes. The en- 
graved plates are manufactured by the Government at 
the Bureau of Engraving and Printing at the bank’s ex- 
pense. The notes are shipped to the bank where they 
are signed by the president and cashier. The second 
class of currency issued by the Comptroller’s office are the 
Federal Reserve notes and these form the bulk of the 
paper money now in circulation. These notes are manu- 
factured by the Bureau of Engraving and Printing and 
are issued to the Federal Reserve Banks by the Comp- 
troller upon proper requisition. 


The Federal Reserve System 


By D. R. Crisstncer 
Governor Federal Reserve Board 


HE act of December 23, 1913, establishing the Fed- 
eral Reserve System was the legislative outcome of 
agitation originating more immediately in the disastrous 
experiences of the panic of 1907. These experiences 
were in large measure attributed to recognized defects 
in our national banking system. More partciularly they 
were attributed to the working of those provisions of the 
national bank act which rendered our bank-note currency 
and the lending capacity of banks highly inelastic. 

Proposals to establish a central banking institution were 
brought forward, but this relatively simple solution was 
one which did not sufficiently take into account the nature 
of our political institutions, the great extent of our terri- 
tory, the popular distrust of anything in the nature of a 
powerful and highly centralized agency, or our long es- 
tablished tradition of free banking. Nevertheless, some 
degree of Federal control was clearly required to effect 
that improvement in our banking system which experience 
had demonstrated to be absolutely essential. 

As specifically set forth in its title, the purposes of the 
Federal Reserve Act were “to provide for the establish- 
ment of Federal reserve banks, to furnish an elastic cur- 
rency, to afford means of rediscounting commercial paper, 
to establish a more effective supervision of banking in 
the United States, and for other purposes.” Consistently 
with these purposes the act provides for centralization of 
banking reserves in 12 regional banks, for general super- 
vision by a Federal board, for extension of reserve bank 
credit to member banks by a carefully safeguarded pro- 
cess of rediscounting for the issue of Federal reserve 





notes secured by commercial paper, for the exercise of 
intra and interdistrict clearing house functions by the 
reserve banks, and for the utilization of these banks as 
fiscal agencies of the Government. 

Under the provisions of the act the country was di- 
vided into 12 Federal reserve districts, “apportioned with 
due regard to the convenience and customary course of 
business.” National banks were required to subscribe 
an amount equal to 6 per cent of their capital and surplus 
to the capital of the Federal reserve bank of their district. 
Of these subscriptions one-half was required to be paid 
in, the remaining half being subject to call in the dis- 
cretion of the Federal Reserve Board. Net earnings of 
the reserve banks in excess of cumulative 6 per cent divi- 
dends on the paid-in capital are appropriated to surplus 
until the surplus accumulated equals the subscribed capi- 
tal, and thereafter are appropriated 10 per cent to sur- 
plus and 90 per cent in payment of a franchise tax to 
the Government. 

State banks with sufficient capital were permitted to 
subscribe to reserve bank capital and join the system, re- 
taining their State charter privileges in so far as these are 
not inconsistent with the provisions of the act. 

Each reserve bank is managed by a board of nine di- 
rectors, of whom three are appointed by the Federal Re- 
serve Board, and six are elected by the member banks of 
the district. One of the appointed members is designated 
by the Federal Reserve Board as Chairman of the board 
of directors, and as Federal reserve agent. He acts as 
official representative of and makes regular reports to the 
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Federal Reserve Board. The executive head of a reserve 
bank is known as the Governor. 

Any reserve bank may be permitted or required by the 
Federal Reserve Board to establish branches, and 23 such 
branches have been established. 

The Federal Reserve Board consists of eight members, 
including the Secretary of the Treasury and the Comp- 
troller of the Currency, ex officio, and six members—not 
more than one from any one district—appointed by the 
President with “due regard to a fair representation of 
the financial, agricultural, industrial, and commercial in- 
terests, and geographical divisions of the country.” The 
President designates one of the appointed members as 
Governor and one as Vice Governor of the board, the Sec- 
troller of the Currency, ex officio, and six members—not 

There is also provision for a Federal Advisory Council, 
consisting of one member elected by the board of directors 
in each district. This council, which meets in Washing- 
ton at least four times each year, confers with the Federal 
Reserve Board and makes oral or written recommenda- 
tions. Twice a year the Federal Reserve Board invites 
the Governors of the reserve banks to Washington for 
conference, and once a year it invites, also, the Federal re- 
serve agents, and on occasion, some of the directors. 

Reserve banks are authorized to discount for member 
banks notes, drafts and bills of exchange of not more than 
90-days maturity, or in the case of agricultural or live- 
stock paper, of not more than nine-months maturity. A 
reserve bank may loan to its member banks on their 
promissory notes, secured by eligible paper or United 
States securities, or War Finance Corporation bonds, for 
periods not exceeding 15 days. Rates charged by the re- 
serve banks in these operations are subject to review and 
determination of the Federal Reserve Board. Reserve 
banks may engage in open market operations, buying 
and selling cable transfers, bankers’ acceptances, and bills 
of exchange; they may deal in gold coin or bullion, buy 
and sell United States securities, and certain short-term 
securities issued by States, counties, and municipalities. 
Each reserve bank is required to act as fiscal agent of the 
Government. 
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Federal reserve notes are issued in the discretion of 
the Federal Reserve Board on collateral security of eligi- 
ble paper, or gold, or gold certificates deposited with the 
Federal Reserve Agent. Against its notes in circulation 
each reserve bank must maintain a gold reserve of not 
less than 40 per cent, and it must maintain on deposit in 
the United States Treasury a redemption fund in gold 
which is counted as part of its 40 per cent reserve. Fed- 
eral reserve notes are Government obligations, and a 
paramount lien on all the assets of the issuing bank. 
Under these arrangements the volume of notes in circu- 
lation is kept constantly adjusted to the current currency 
needs of agriculture, industry, and commerce. 

Member banks located in central reserve cities (New 
York and Chicago) are required to maintain reserve bal- 
ances with their reserve bank of not less than 13 per cent 
of their demand net deposits; banks in reserve cities must 
maintain balances of not less than 10, and banks outside 
such cities, of not less than 7 per cent of their demand de- 
posits. Against time deposits balances of not less than 3 
per cent are required of all member banks. Only its de- 
posit balances in the reserve bank may be counted as re- 
serve by a member bank. The reserve bank itself must 
maintain a reserve in lawful money of at least 35 per cent 
against its deposit liabilities. 

Each Federal reserve bank functions as a clearing 
agency for its member banks. Checks forwarded for col- 
lection to the reserve bank by its member banks are 
credited to the member bank’s reserve balance, and inter- 
district clearings and collections, and transfers of funds 
for the Government are effected through a gold settlement 
fund maintained by each reserve bank with the Federal 
Reserve Board in Washington. 

It will be apparent from the foregoing account that 
the Federal reserve banks are primarily bankers’ banks, 
owned and controlled by member banks, and operating 
under the general supervision of the Federal Reserve 
Board. 

Approximately one-third of the banks in the country— 
some 9,500 in a total of 30,000 banks—are members of 
the Federal Reserve System, and these member banks 
control two-thirds of the banking resources of the country. 


An Analysis of the Branch Banking Question 


By Cuartes W. Cotiins 
Deputy Comptroller of the Currency 


ag mers the most important question of domestic 
banking policy before the country today is that of 
branch banking. 

Since under our system of banking all charter powers 
of banks are the subject of legislative grant, this discus- 
sion has not been confined to economists and bankers 
but has become the subject of deliberation from the stand- 
point of governmental policy in nearly all of the States 
and in the committees and halls of Congress. 

The difficulty of arriving at an harmonious legislative 
solution is due to the existence of forty-eight State sys- 
tems of banking, each operating under an independent 
banking law; to the existence of the Federal Reserve Sys- 
tem which embraces in its membership important State 
banks from every State, which banks are required to 
operate subject to the provisions of the Federal Reserve 
Act and to the regulations of the Federal Reserve Board; 


and to the existence of a system of national banks which 
derive their charter powers solely from Congress and 
which are, by compulsion, members of the Federal Re- 
serve System. 

As an outgrowth of the consideration of this question 
for the past four years or more there have been developed 
three rather distinct groups of opinion—of those who 
favor branch banking in its widest application; of those 
who are opposed to branch banking but who do not 
object to or are in favor of a bank having more than one 
office in the city in which the bank is located; and of those 
who are not only opposed to branch banking proper but 
also to the extension of banking services by means of 
additional offices, agencies, or branches by a bank within 
the corporate limits of a single city. 

Proponents of branch banking point to its many ad- 
vantages over the independent unit system. It would be 
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in line with the experience of every other commercial na- 
tion in the world, where branch banking has been the 
universal practice for many years. 

Advocates of branch banking view the bank failures in 
the United States as evidence of a fundamental weakness 
in our banking system which can be remedied only by 
the elimination of the small country bank, with its in- 
significant resources and inefficient management and its 
complete dependency on local economic conditions, and 
the substitution therefor of branches of the large city 
banks. This would insure safety to the public by virtue 
of the strength of the resources of the parent bank and 
the training and experience of its managing personnel. It 
would also, on account of its power to make larger loans, 
be able to accommodate through the service of its branches 
the legitimate borrowing needs of any customer. Should 
it become unprofitable to continue the operation of a 
branch in a community it could be closed without loss to 
any depositor, whereas the small neighborhood bank is 
at the mercy of a local economic depression. A branch is 
but an arm of the parent bank which has spread its 
credit risks over a wide variety of industries and avoca- 
tions in various localities and is not dependent upon any 
one group for its resources. 

Branch banking, it is contended, would at the same 
time increase the liquidity of the financial resources of 
the State through the transfer of idle funds from one 
community for the purpose of financing the needs of 
another community as the occasion arose. 

The friends of branch banking feel that it is a normal 
evolution of our banking system and is proceeding in 
accord with basic economic laws. That any attempt to 
stifle it by prohibitory legislation will cause it to break 
out in other and less desirable forms. The most formida- 
ble of these is chain banking where one person or group 
secretly controls, directly or indirectly through stock own- 
ership, a large number of banks. 

State-wide branch banking is opposed by many who 
favor home-city branches, as well as by the extreme anti- 
branch bankers. 

While opponents of branch banking admit the possi- 
bility of the branch system adding elements of strength 
to the particular parent bank, they feel that the price 
which the community must pay for this efficiency is too 
great. 

A system of branch banking ultimately puts into the 
hands of a small group of powerful bankers the entire 
credit facilities of a State. These few bankers being in 
the banking business primarily for personal profit would 
have it within their power to control the development of 
the industries of the entire population. 

This development toward centralized control is out of 
harmony with the traditional American principle of local 
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autonomy under which our vast national resources have 
been developed. Here, it is pointed out, is the essential 
difference between unit and branch banking. The one is 
a local institution, and the other is what has been called 
“absentee banking.” The branch is managed by an agent 
or employee of the parent bank. 

As a natural consequence he cannot make a loan the 
security of which is primarily the character of the bor- 
rower. This is urged as one of the fundamental weak- 
nesses of the branch system. 

Absentee banking puts the future economic life of a 
community in the hands of a nonresident board of direc- 
tors, who may develop or retard its resources as their 
interests may demand. 

Again, it is pointed out that branch banking is incom- 
patible with the Federal Reserve System in that it would 
eventually substitute a system of privately controlled re- 
serves for the present codrdination of reserves in the Fed- 
eral Reserve Banks. This substitution of private control 
over banking credit reestablishes the very situation which 
the Federal Reserve System is designed to correct and 
does correct. 

There is a third group, which while in agreement with 
the considerations urged against State-wide branch bank- 
ing is also strongly opposed to home-city branch banking. 
They see in the home-city branch the doom of the small 
neighborhood city bank and the ultimate control of all 
banking in a given city by a very sma!l number of power- 
ful downtown banks. Furthermore they see in the city 
branch the entering wedge of ultimate State-wide branch 
banking—“the nose of the camel under the tent.” 

In the discussion of branch banking « clear distinction 
is not, as a rule, made between home-city branch banking 
and branch banking proper. The motive for the establish- 
ment of the home-city branch arises from natural eco- 
nomic causes which have changed the conditions under 
which business must be conducted in a modern large city. 
This is not absentee banking. If necessary the customer 
can within an hour or two see his banker face to face. 
This type of branch banking introduces no new element 
into our banking system as a whole as branch banking 
proper does, but it does involve the possible elimination 
of the small independent neighborhood city bank. It 
simply changes the form of the city banking service. 

The discussion relative to branch banking has been 
precipitated by an attempt on the part of the national 
banks to secure legislation from Congress to enable them, 
in those localities where State laws permit State institu- 
tions to engage in branch banking, to compete on terms 
of an equality with such State institutions so far as the 
home-city branches are concerned, and to be protected 
from State-wide branch banking by State bank members 
of the Federal Reserve System.—Extracts, see 1, p. 107. 


Extent of Federal Sanction of Branch Banking 


Extracts from “The Branch Banking Question” by Charles Wallace Collins, New York: MacMillan Co., 1926. 


Act of March 3, 1865 


HE national banking laws do not expressly permit 
a national bank to establish a branch, and the Su- 
preme Court of the United States in a recent case,’ de- 





1First National Bank in St. Louis v. State of Missouri, 263 U. S. 
640-668, decided January 28, 1924. 





cided that a national bank was without power, express or 
implied, to establish de novo a branch bank. 

There are, however, a number of national banks with 
many full-fledged branches in active operation. These 
branches have a specific statutory sanction by virtue of 
the Act of March 3, 1865. This amendment was made 
to the National Bank Act during the first year after that 
Act went into effect and now appears on the statute books 
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as Section 5155 of the Revised Statutes of the United 
States. It follows the provision which authorizes any 
State bank, upon complying with the terms and the 
procedure required, to convert into a national bank with- 
out loss of the continuity of its corporate existence, and 
provides in effect that any such converting State bank 
which has branches with capital assigned to the parent 
bank and the branches in definite proportions, may, at 
the time of conversion, elect to retain any of such 
branches. 

No restrictions as to location are made as to such 
branches and no formal approval of the Comptroller of 
the Currency is required. Such branches may be brought 
into the national system even though they may be lo- 
cated beyond the boundaries of the State in which the 
parent bank is located. It appears that the election to 
retain the branch here provided for is a matter of right 
not subject to restrictive regulations by either the State 
or Federal banking departments. 

The statute requires a definite assignment of capital 
to be made to and used by each branch and it is definitely 
provided that the redemption of currency at the parent 
bank and at each branch shall be regulated by the amount 
of capital assigned to and used by each. 

Since the enactment of this amendment in 1865 only 
four State banks have converted with branches outside 
of the home city of the bank. One of these national 
banks has three branches in two different States outside 
of the State of the parent bank. 

Another national bank with outside branches has eight 
branches, each located in a small town in the same county 
of the parent bank. The two other banks referred to 
have only one outside branch each. All of the other 
branches brought into the national system through the 
conversion of State banks are located within the cor- 
porate limits of the city of the parent bank. The total 
number of these branches is one hundred and three.” 

These statutory branches of national banks may be 
divided into two general groups, namely, those which 
are branches of the identical parent bank which converted 
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into the national system and those which are branches 
of a parent bank which has consolidated with one or 
more other national banks. 


Act of November 7, 1918 


Under the National Bank Consolidation Act of No- 
vember 7, 1918, two or more national banks may con- 
solidate into a single bank under the charter of any one 
of the banks entering the consolidation. The consoli- 
dated bank, under specific statutory authority, is per- 
mitted to hold and enjoy “all rights of property, fran- 
chises, and interests in the same manner and to the same 
extent as was held and enjoyed” by those national banks 
entering into the consolidation whose charters expired 
upon the selection of the charter of the consolidated bank. 
In other words although the consolidated bank must 
choose to operate under only one of the charters of the 
banks represented in the consolidation, yet all of the 
essential rights or franchises acquired by any of the other 
banks prior to the consolidation inhere in the consoli- 
dated bank. 

The right, therefore, to maintain a branch or branches 
under the provisions of the Act of March 3, 1865, of any 
one of the banks entering into the consolidation is a 
franchise which the consolidated bank acquires. All 
branches of the constituent banks automatically become 
branches of the consolidated bank by the simple opera- 
tion of the Act of November 7, 1918, and no approval by 
the Comptroller of the Currency is required for the con- 
tinued maintenance of such branches. Since, however, 
all national banks thus consolidating must be located in 
the same county a national bank cannot acquire State- 
wide branches through consolidation unless it consolidates 
with a local bank which already has State-wide branches 
originally established under the State law. 

Of the 103 statutory branches of national banks 66 are 
now operated by consolidated national banks and 37 
by national banks which originally had them before con- 
version into national banks. All of these branches are 
operated by 33 parent banks. 





Extent of State Sanction of Branch Banking 


States Which Permit Branch Banking (20) 

States’ in which branch banking is permitted may be 
divided into two classes, those which specifically authorize 
branch banking by law and those in which the State au- 
thorities in the exercise of their discretionary powers per- 
mit some form of branch banking to be carried on. The 
following seventeen States authorize branch banking in 
some form by statutory enactment: Arizona, California, 
Delaware, Georgia, Louisiana, Maine, Massachusetts, 
Mississippi, Nevada, New York, North Carolina, Ohio, 
Pennsylvania, South Carolina, Tennessee, Virginia, and 
Wyoming. 

In the State of Kentucky, Maryland, and Michigan, 
some form of branch banking is permitted to commercial 





* See Digest of State Banking Statutes on Branch Banking within the 
United States, April, 1924, compiled by Counsel for the American 
Bankers Association. See also A Comprehensive Digest of State Laws 
Relating to Branch Banking, compiled by the Law Department of the 
Federal Reserve Board, in Federal Reserve Bulletin, March, 1925, 
pp. 182-187. 

*For a complete list of all statutory branches of national banks see 

nual Report, Comptroller of the Currency, 1924, pp. 24-26. 


banks and trust companies under the authority of opin- 
ions of the Attorneys-General of the States. 

Eight of these States expressly permit the establish- 
ment of branches outside of the home city of the bank 
on a State-wide basis: namely, Arizona, California, Dela- 
ware, Georgia, North Carolina, South Carolina, Rhode 
Island, and Virginia; and the three additional States, 
Louisiana, Maine, and Tennessee, permit outside branches 
in the county in which the parent bank is located. 

In 1922 Congress enacted the so-called Millspaugh Act 
which provided that in the future no branch of any bank 
shall be established in the District of Columbia except 
with the approval of the Comptroller of the Currency. 
The effect of this law was apparently to give to all banks 
in the District of Columbia—national or otherwise—the 
right, upon approval by the Comptroller of the Currency, 
to have branches.—Extracts, see 1, p. 107. 


States Which Prohibit Branch Banking (25) 
Every form of branch banking is expressly prohibited 
by law (except as to branches in existence at the time of 
the enactment of the law), in the following seventeen 
States’: Alabama, Arkansas, Colorado, Connecticut, Flori- 
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da, Idaho, Illinois, Indiana, Minnesota, Missouri, Nevada, 
New Mexico, Oregon, Texas, Utah, Washington, and Wis- 
consin. 

In the following eleven States, namely, Iowa, Kansas, 
Montana, New Hampshire, North Dakota, Oklahoma, 


CONGRESSIONAL 





DIGEST 85 





South Dakota, Vermont, West Virginia, Nebraska, and 
New Jersey, branch banking is not allowed to exist by 
the State officials upon the ground that the banks under 
their jurisdiction possess no implied or incidental powers 
to establish or operate branches. 


Glossary of Banking Terms 


By Epmunp Puatr 
Vice Governor, Federal Reserve Board 


HETHER a given bank calls itself a “bank,” or a 

“trust company,” or a “bank and trust company,” 
or even a “savings,” or an “investment” bank, will fre- 
quently signify little more than perhaps that the institu- 
tion in some earlier period began operations in the field 
indicated. While banking functions have become more 
clearly differentiated, the institutions performing these 
functions have tended under the pressure of competition 
to become less so. This tendency to diversify functions 
and departmentalize will be apparent in the following 
brief descriptions of different types of banks. 

Federal reserve bank—A bank organized under the 
Federal Reserve Act to hold member bank reserves, clear 
and collect checks, issue Federal reserve notes, rediscount 
commercial paper for member banks, and act as fiscal 
agent for the United States Government. Its capital is 
subscribed by member banks, national and State, who 
elect six of its nine directors, three directors being ap- 
pointed by the Federal Reserve Board. There are twelve 
Federal reserve banks operating as regional reserve banks 
under the general supervision of the Federal Reserve 
Board. 

National bank—A bank incorporated under the Na- 
tional Bank Act, primarily as a commercial bank of de- 
posits and discount. It is authorized to issue national 
bank notes secured by a deposit of United States bonds. 
It is subject to general supervision and examination by 
the Comptroller of the Currency, and is required to re- 
port its condition on call to the Comptroller. Under the 
Federal Reserve Act its functions have been extended. 
The Federal Reserve Board may approve applications 
of national banks for permission to exercise fiduciary pow- 
ers as trustee, executor, administrator, or in any other 
fiduciary capacity in which competing State banks, trust 
companies, or other corporations are permitted to act un- 
der State laws. National banks may also receive time 
deposits, and to this extent they function as savings banks. 

State bank—A bank chartered under State laws, and 
subject to supervision and examination by a State bank- 
ing department. Its powers and functions are defined in 
the State Banking Code. While the scope of its activities 
is in some States much more comprehensive than that of 
a national bank, the principal distinguishing characteris- 
tic must be found in the agencies of incorporation, super- 
vision, and examination. 

Trust company—Trust companies are incorporated un- 
der State laws. At the present time, they very com- 
monly engage in a general banking business, including 
commercial, savings, and investment banking. They act 
as trustees or agents for individuals or corporations, and 
exercise all of the fiduciary powers noted under “national 
bank.” They may engage in title insurance. 

Savings bank—A bank organized to receive deposits un- 





der special conditions reserving to the bank the right to 
demand notice of withdrawal for a specified period in ad- 
vance. In the older eastern States a savings bank is un- 
derstood to be a “mutual savings bank,” organized with- 
out capital stock. Outside of this territory with few ex- 
ceptions “savings banks” are stock corporations, and in 
some States there is not much distinction between sav- 
ings banks and other banks. Deposits are not subject to 
checking out, but can be withdrawn only by production 
of the depositor’s pass book in which proper entries are 
made. Savings banks operate under special provisions 
as to reserves and as to securities eligible for investment 
of their resources. Since their liabilities are not strictly 
demand obligations they are permitted to operate on a 
lower reserve ratio, and to invest more freely than com- 
mercial banks may safely do in securities of long ma- 
turity. 

Private banks—No very precise definition can be given 
which will accurately distinguish the private banks from 
other banks, but generally, if not in all cases, the private 
bank is one which is not regularly incorporated under the 
banking laws of any State, and in some cases at least it 
is not subject to any regular supervision by State banking 
authorities. 

Investment banking—The investment banker under- 
takes to raise funds to provide for the fixed capital re- 
quirements of enterprises. He deals principally in stocks 
and bonds as distinguished from the short-term bills on 
which the commercial banker extends credit. 

Federal Farm Loan System—The Farm Loan Act, 
passed in 1916, provides for two classes of credit institu- 
tions—the Federal land banks, which operate under Gov- 
ernment direction and supervision, and the joint-stock 
land banks, which are privately owned and managed insti- 
tutions, but operate under the supervision of the Federal 
Government. The general direction of the Federal Farm 
Loan System is in the hands of the Federal Farm Loan 
Board. This board is composed of seven members, six 
of whom are appointed by the President with the advice 
and consent of the Senate. The Secretary of the Treas- 
ury is chairman ex officio of the board. This board exer- 
cises supervision over the activities of both Federal and 
joint-stock land banks. It gives special attention to the 
adequacy of security taken for the funds advanced, as well 
as to the marketing of the bonds through which funds 
for making loans are obtainable. 

The country has been divided into twelve districts, each 
of which is served by one Federal land bank. Each bank 
had originally a paid-up capital stock of $750,000. The 
total original capital stock of the 12 banks was, $9,000,000, 
of which $8,892,130 was subscribed by the United States 
Treasury. The law provided that the capital stock sub- 
scribed by the Government should be gradually retired 
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through purchase by the local national farm loan associa- 
tions. 

Federal Intermediate Credit Banks—The Federal In- 
termediate Credit Act, passed in 1923, to provide addi- 
tional credit facilities for the agricultural and livestock 
industries, provided for the establishment of twelve inter- 
mediate credit banks with districts corresponding to those 
of the Federal land banks, with banking offices located in 
the same cities as the Federal land banks. The Federal 
Intermediate Credit Banks are Government owned and 
operated. The law provided for each bank a capital of 
$5,000,000 subscribed by the Federal Treasury. 

The funds from which loans are made to farmers are 
obtained in part through the capital stock subscribed by 
the Treasury and also through the sale of short-time 
debentures that are secured by the agricultural paper 
accepted by the banks. The twelve banks are jointly 
liable for all the debentures issued by any of the banks. 
The debentures of the intermediate credit bank are tax- 
exempt, and, while not Government securities, they are 
sold under close Government supervision. 

The intermediate credit banks do not make direct loans 
to farmers. Their advances are made in the form of di- 
rect loans to farmers’ cooperative marketing associations, 
and in the discount of agricultural and livestock paper 
for banks, agricultural credit corporations, livestock loan 
companies, and other credit institutions. Maturities of 
loans and discounts of intermediate credit banks are for 
a period of not less than six months and not more than 
three years—a period of time longer than that for which 
a commercial bank can easily lend and a period shorter 
than that for which Federal land banks may lend. 

Unit banking—A bank operating without branches, 
whose “principal” place of business is, therefore, its only 
place of business, and in a number of States the only 
place in which the bank may legitimately transact any 
of its business, is engaged in unit banking, and this char- 
acteristic of the unit bank distinguishes unit banking, 
which is very generally practiced in the United States 
from branch banking which is almost universal in other 
commercial countries. 
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Branch banking—A bank operating one or more branch 
offices which perform functions similar to those of the 
parent bank, is engaged in branch banking. Branch man- 
agers are generally given limited discretionary powers in 
extending credit. Liabilities incurred by the branch are 
liabilities of the parent bank. National banks are not 
permitted to establish branches, and in a number of States 
branch banking is prohibited by the State banking code. 
In some States banks are permitted to establish branches 
located only in the home city of the parent bank, in others 
only within the county of the parent bank, while several 
States permit State-wide branches. 

National bank note—A currency note secured by a de- 
posit of United States bonds with the Treasurer of the 
United States, issued by a national bank under provisions 
of the National Bank Act. 

Federal reserve note—A currency note issued by a Fed- 
eral Reserve Bank secured by a deposit of collateral in 
the form of eligible commercial paper, or gold, or gold 
certificates, with a Federal reserve agent. These notes are 
Government obligations and a paramount lien on all the 
assets of the bank. 

Greenback—A note issued by the United States Gov- 
ernment which is legal tender for all debts, public and 
private, except duties on imports and interest on the pub- 
lic debt. It is a legacy of the Civil War period. Since 
resumption of specie payments in 1876, some $346,000,000 
of these notes have been outstanding. Against these notes 
the Government holds a gold reserve of approximately 45 
per cent. 

Federal reserve bank note—Notes issued by Federal 
Reserve Banks under provisions of the Federal Reserve 
Act. They are similar to national bank notes in that they 
are secured by United States bonds. The amount out- 
standing is relatively inconsiderable. 

Bank examiner—An officer whose function it is to ex- 
amine banks and report on their condition, in the case of 
national banks, for example, to the Comptroller of the 
Currency, and in the case of State banks to the proper 
State banking authorities. 





History of McFadden Banking Bill in Congress 


68th Congress, First Session 


Feb. 11, 1924—Mr. McFadden, Pa., R., Chairman of the 
Committee on Banking and Currency, in response to a num- 
ber of recommendations to Congress* for amendments to the 
National Bank Act, introduced a bill (H. R. 6855). The bill 
— generally known as the “McFadden National Bank 

ill. 

April 9, 15, 16, and 18, 1924—-Public hearings were held on 
the bill (H. R. 6855) before the House Committee on Bank- 
ing and Currency. 

April 22-25, 1924—The House Committee had the bill under 
consideration in executive session. The bill was taken up 
for discussion section by section and amendments proposed 
and voted on. 

April 26, 1924—A new bill (H. R. 8887) embodying the 
views of the committee was ordered reported out. (House 
Report No. 583, 68th Congress, First Session.) This bill 
was identical with H. R. 6855 except for the changes made 
by the Committee affecting branch banking and other minor 
changes. 

May 14, 1924—Mr. Pepper, Pa., R., introduced a com- 
panion bill in the Senate (S. 3316). The bill was under con- 





*See the Annual Report of the Comptroller of the Currency for 1924. 


sideration of the Senate Committee on Banking and Currency 
from May 22 to May 27, and was reported out on May 31. 
Senate Report No. 666. 68th Congress, First Session. 

May 22, 1924, Chairman McFadden made a formal ref- 
erence of the bill to the Federal Reserve Board and on May 
26th, the Board adopted a resolution urging the passage of 
the bill at that session of Congress. The McFadden bill was 
reported so late in the session, a little more than a month 
before the adjournment of Congress, that there was no 
chance of its being brought before the House in the regular 
course of business. It was necessary, therefore, for the 
Committee to seek a special rule from the Committee on 
Rules. It was not until June 3rd that the special rule was 
granted bringing the McFadden National Bank Bill before 
the House. This left three days before adjournment. 


68th Congress, Second Session 

The McFadden bill was one of the first measures of gen- 
eral legislation to be taken up by the House. On January 
9th the Chairman of the Committee on Rules reported out a 
special rule, making it in order for the House to proceed 
immediately to the consideration of H. R. 8887. This rule 
was forthwith adopted and debate on the bill proceeded. It 
was confined principally to the question of branch banking. 
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The opposition in the House came from those who were 
opposed to every form of domestic branch banking. It cen- 
tered around Section 8 of the bill which would give the 
national banks a limited right to have home-city branches 
where the State banks had them. On the final vote on the 
bill on January 14 the count on a division was 172 ayes 
to 65 noes. 

The Hull amendments were adopted as presented by Mr. 
Morton D. Hull by a vote of 129 to 63. 

These amendments would prohibit any State bank in a 
State which at the time of the enactment of the bill pro- 
hibited branches from bringing into the national system by 
conversion into or consolidation with a national bank any 
branches, home-city or extra-city, which may have been 
established, under whatever authority, after the enactment 
of the bill. These amendments also put the same prohibi- 
tions upon State bank desiring to become members of the 
Federal Reserve System and upon those already members. 
For text of the Hull amendments as they passed the House 
see H. R. 8887, Sec. 1, Sec. 7, Sec. 8, and Sec. 9; and as re- 
ported to the Senate see H. R. 8887, Sec. 1, Sec. 7 and Sec. 8. 

Jan. 15, 1925—The bill went over to the Senate, where it 
was referred to the Senate Committee on Banking and Cur- 
rency. Hearings were held on January 19th, 26th, 29th, and 
80th, following which the bill received consideration by the 
committee in executive session. 

Feb. 6, 1925—The bill was reported to the Senate. : 

The Steering Committee of the Senate included this bill 
in a list of ten measures to be passed before March 4th. As 
is usual with the closing days of the short session of Con- 
gress in the Senate it was very difficult to gain consideration 
of general legislation. @ ‘ 

Feb. 19—It was agreed to consider the bill at night ses- 
sions of the Senate and subsequently, by unanimous consent, 
it was made the unfinished business of the Senate with a 
view to being taken up each day automatically until a dis- 


position had been made. The condition of the business in 
the Senate was such, however, as practically to require 
unanimous consent for any business to be transacted. There 
was intermittent debate on the bill until the close of the 
session. The bill remained in its privileged status as the 
unfinished business until the last day of the session, but it 
was found impossible under the circumstances to bring it to 
a vote. 
69th Congress, First Session 

Dec. 7, 1925—Mr. McFadden, Pa., R., Chairman of the 
House Committee on Banking and Currency, reintroduced 
his national bank bill (H. R. 2). The bill embodies the same 
branch banking policy as contained in H. R. 8887 as it passed 
the House January 14, 1925. 

Dec. 17, 1925—Mr. Pepper, Pa., R., introduced a com- 
panion bill in the Senate (S. 1782). 

Jan. 12, 1926—The House Committee on Banking and 
Currency reported the McFadden national bank bill (H. R. 
2) with amendments. (House Report No. 838.) 

( . oe House began consideration of the bill 

Feb. 3—The House resumed consideration of the bill 
(H. R. 2), adopting the Committee amendments and rejecting 
4 number of amendments offered in Committee of the Whole 

ouse. 

Feb. 4—A motion by Mr. Steagall, Ala., D., to recommit 
the bill (H. R. 2) was rejected by a vote of 291 to 91. The 
bill was passed by a vote of 298 to 90. 

Feb. 5—The bill (H. R. 2) was referred to the Senate Com- 
mittee on Banking and Currency. 

Feb. 16—Hearings were held by the Committee beginning 
February 16, and were concluded on February 24. 

Mar. 12—-The Senate Committee on Banking and Currency 
unanimously reported the bill (H. R. 2) with amendments to 
the Senate. For changes made in the House bill see page 88. 





Digest of McFadden Banking Bill as Passed by House 


By Cuartes W. Cotuins 
Deputy Comptroller of the Currency 


Eprror’s Nore: The McFadden National Bank Bill (H. R. 2) was passed by the House February 4, 1926. The full text of 


sections 8 and 9 are given below. The “Hull Amendments” 


See. 1. This section provides that a State bank may con- 
solidate directly with a national bank under the national 
charter. The same result can now be accomplished through 
the State bank first converting into a national bank and 
then consolidating with another national bank. At the end 
of this section is a proviso which prohibits any such con- 
solidated bank to retain any branches which the State bank 
may have had outside of the city limits of the city of the 
consolidated bank and [also prohibits the retention of any 
branches whatever which may have been established in a 
State which, at the time of the enactment of the bili, pro- 
hibited branches].* t 

Sec. 2. Subsection (a) extends the term of a national 
bank charter to an indefinite number of years subject to 
forfeiture of the charter by reason of violation of law, sub- 
ject to termination by Act of Congress at any time and to 
termination through the appointment of a receiver on account 
of insolvency. 

Subsection (b) recognizes and regulates the investment 
securities business of national banks. It provides for the 
character of securities which may be purchased or sold by 
national banks. This subsection also recognizes and reg- 
ulates the safe deposit business of national banks. 

Sec. 3. Permits a national bank to purchase a piece of 
real estate for expansion of its banking matters without 
making it mandatory upon the banks to make immediate 
use of the property for banking purposes. 

Sec. 4. Provides for the organization of banks with a 


*“Hull Amendments.” 


are indicated where they appear in the bill by brackets. 


capital of $100,000 in the outlying districts of cities having 
a population in excess of 50,000. The present law requires 

. — of $200,000 regardless of the location of the 
ank. 

Sec. 5. Permits national banks to continue to pay stock 
dividends but provides a definite procedure and regulations 
of amount of surplus which the bank must have at the time 
of the increase. 

Sec. 6. Provides that the president of the bank shall be 
a member of the board of directors but not necessarily 
chairman thereof. 

Sec. 7. Reenactment of the existing law which permits 
a State bank upon conversion into a national bank to retain 
its branches, but permits only the retention of those branches 
which are located in the same city as that of the parent 
bank [and prohibits the retention of any branches whatever 
which may have been established in a State which, at the 
time of the enactment of the bill, prohibited branches].* 

Sec. 8. Section 5190 of the Revised Statutes of the United 
States be amended to read as follows: 

“Sec. 5190. The general business of each national bank- 
ing association shall be transacted in the place specified in 
its organization certificate, but it shall be unlawful for any 
such association to establish a branch in any State which 
does not [at the time of the approval of this Act]* permit 
banks created by or existing under the laws of such State 
to establish branches, or to establish in any State a branch 
beyond the corporate limits of the municipality wherein such 
association is located, but any such association in any State 
which [at the time of the approval of this Act]* permits 
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banks created by or existing under the laws of such State 
to establish branches may, upon application to the Comp- 
troller of the Currency and upon approval by him, be per- 
mitted to establish a branch or branches within the cor- 
porate limits of the municipality wherein such association is 
located: Provided, That it shall be unlawful for any such 
association to maintain in operation a branch within the cor- 
porate limits of such a municipality where the population 
by the last decennial census is less than twenty-five thousand 
or to maintain more than one branch where such population 
is not less than twenty-five thousand and not more than 
fifty thousand, or to maintain more than two branches where 
such population is more than fifty thousand and not more 
than one hundred thousand, but these restrictions as to 
number shall not be construed to require the relinquishment 
of any branches acquired prior to the approval of this Act: 
And provided further, That all branches of such associations 
shall be subject to the general supervisory powers of the 
Comptroller of the Currency and shall operate under such 
regulations as he may prescribe: And provided further, That 
it shall be unlawful for any such association to establish a 
branch in any State subsequent to the enactment hcreafter 
by such State of a statute which shall deny to all banks 
created by or existing under the laws of such State the right 
to establish branches within the corporate limits of the 
municipality wherein such banks are located: And provided 
further, That no provision of this section shall be construed 
to modify or repeal any provision of Section 5155 Revised 
Statutes or of the Act of November 7, 1918, as respectively 
amended by this Act. i ? " 

“The term ‘branch’ or ‘branches’ as used in this section 
shall be held to include any branch bank, branch office, branch 
agency, additional office, or any branch place of business 
located in any State or Territory of the United States or in 
the District of Columbia at which deposits are received or 
checks cashed or money loaned.” 

“This section shall not be construed to amend or repeal 
section 25 of the Federal Reserve Act, as amended, authoriz- 
ing the establishment by national banking associations of 
branches in foreign countries or dependencies or insular 
possessions of the United States.” 

Sec. 9. That the first paragraph of section 9 of the 
Federal Reserve Act be amended by adding at the end 
thereof two provisions and a new paragraph to read as 
follows: 

“Provided, That on and after the approval of this Act it 
shall be unlawful for any such applying bank to become a 
stockholder of such Federal reserve bank except upon con- 
dition that such applying bank relinquish any branches which 
it may have in operation beyond the corporate limits of the 
municipality in which the parent bank is located, and it 
shall be unlawful for any such applying bank in any State 
which does not, [at the time of the approval of this Act,]* 
permit State banks created by or existing under the laws of 
such State, to have branches within the limits of municipali- 
ties in such State, to become such a stockholder of such 
Federal reserve bank except upon condition that such apply- 
ing bank relinquish any branches which it may have estab- 
lished subsequent to the approval of this Act: Provided further, 
That it shall be unlawful for any member bank to establish 
a branch in any State which does not, [at the time of the 
approval of this Act,]* permit banks created by or existing 


Senate Committee on Banking and Currency 


On March 12th the Senate Committee on Banking and Cur- 
rency unanimously reported H. R. 2 to the Senate. The only 
substantial changes made are in the branch banking pro- 
visions and in the addition of four new sections; one of 
which amends the Clayton Act relative to interlocking direc- 
torates; two others relating to the permission for national 
bank stock to be issued at less than $100 par value; and the 
last section which provides for indeterminate charters for the 
Federal reserve banks. 

The branch banking provisions relating to national banks 
are all put into Section 7. They provide in substance that 
national banks may keep the branches they have now; that 
State banks upon converting into or consolidating with a 
national bank may retain the existing branches; that national 
banks may establish new branches within city limits under 
the same population restrictions as provided in the House bill; 
that where State banks are permitted branches in contiguous 
territory, national banks with the approval of the Comptroller 
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under the laws of such State to establish branches or to 
establish in any State, after the approval of this Act, a 
branch beyond the corporate limits of the municipality in 
which such bank is located: And provided further, That it shall 
be unlawful for any such member bank to maintain in 
operation any branch within the corporate limits of such a 
municipality where the population by the last decennial 
census is less than twenty-five thousand, or to maintain 
more than one branch where such population is not less than 
twenty-five thousand and not more than fifty thousand, or 
to maintain more than two branches where such population 
is more than fifty thousand and not more than one hundred 
thousand, but these restrictions as to number shail not be 
construed to require the relinquishment of any branches 
acquired prior to the approval of this Act. 

“The term ‘branch or branches’ as used in this section 
shall be held to include any branch bank, branch office, 
branch agency, additional office, or any branch place of busi- 
ness located in any State or Territory of the United States 
or in the District of Columbia at which deposits are received 
or checks cashed or money loaned, but shall not include any 
branch established in a foreign country or dependency or 
insular possession of the United States.” 

Sec. 10. Designed to re-state and clarify Section 5200 of 
the Revised Statutes which governs the amount of money 
which a national bank may lend to any one person. Sub- 
section 4 of this section is in the nature of a restriction upon 
the discount of non-commercial paper. Under subsection 6 
there is an enlargement of the power of national banks in 
the matter of commodity loans. 

Sec. 11. Designed to correct a typographical error in the 
Agricultural Credits Act of 1923, and relates to the total 
liabilities of national banking associations growing out of 
the rediscount of agricultural paper. 

Sec. 12. Designed to clarify and correct a criminal pro- 
vision in Section 5208 Revised Statutes relating to the over- 
certification of checks. 

Sec. 13. Relates to a matter of procedure and gives the 
board of directors of a national bank the right to permit a 
junior officer to certify reports to the Comptroller in the 
absence of the president and cashier. 

Sec. 14. This section empowers the Federal Reserve Banks 
to rediscount for any member bank an amount of eligible 
paper equal to the amount which a national bank could law- 
fully discount for its customers. Under the existing law, a 
Federal Reserve Bank can only discount an amount of eligible 
paper of any one borrower not exceeding 10% of the capital 
and surplus of the member bank. This section does not 
change the character of classes of eligible paper. The paper 
itself is considered liquid and in addition has the endorse- 
—_ of the member bank upon it when presented for redis- 
count. 

Sec. 15. Adds an additional criminal provision providing 
for the punishment of a national bank examiner who com- 
mits a theft from a bank examined by him. 

Sec. 16. Increases the maximum limit for loans by national 
banks upon city real estate from one year to five yeurs and 
permits an amount equal to one-half of the savings deposits 
to be loaned upon the security of real estate. The existing 
law permits loans upon farm property for five years and 
upon city property for one year. 

*“Hull amendments.” Continued on page 107 


Reports McFadden Bill with Amendments 


may also establish branches there, but contiguous territory is 
strictly defined to mean an incorporated suburb whose bound- 
ary touches that of the principal city. 

Section 9 while reworded expresses the same policy as the 
House bill, except that existing outside branches may be 
brought into the Federal reserve system and branches may 
be established in contiguous territory strictly defined. 

The Hull amendments are omitted from the bill. The dif- 
ference, therefore, between the branch banking provisions of 
the House and the Senate bills is in the attitude towards 
branches existing at the time of the approval of the act, 
branches in contiguous territory, and branches established in 
the future under the authority of State laws in a State which 
at the time of the approval of this act prohibited branches. 
Both bills approve as a national policy the restriction of 
branch banking within the Federal reserve system to the 
limits of the city in which the parent bank is located. 
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Pro 
Hon. Louis T. McFappen 

U. S. Representative, Pennsylvania, Republican 

HE main purpose of the bill (H. R. 2) is to remove 

certain outstanding handicaps from the national banks 
which now stand in the way of carrying on a full-fledged 
and efficient modern banking business. The National 
Bank Act has been on the statute books for more than 
half a century and has not been sufficiently amended 
within recent times to accord with some of the more mod- 
ern demands for banking services. 

Section 9 undertakes to express a national policy on 
the subject of branch banking by prohibiting the further 
extension of State-wide branch banking in the Federal 
Reserve System. 

This section is violently opposed by a small, but influ- 
ential, group of State member banks, which are now en- 
gaged in State-wide branch banking and which desire to 
continue the development of their branch systems in the 
State in which they are located. Outside of this small 
group of dissenting banks, the banking opinion through- 
out the United States is practically unanimous in support 
of this proposition. 

The practical effect of section 9 would be to confine all 
branch banking by State member banks to cities having 
a population above 100,000 in those States which per- 
mitted branch banking at the time the bill became a law, 
and to prohibit it absolutely elsewhere. Section 8 of the 
bill would put the same restrictions upon the national 
banks. The combined effect of sections 8 and 9, there- 
fore, would be to prevent any form of branch banking 
within the Federal Reserve System by either State or 
national banks in what is now nonbranch banking terri- 
tory—even though these States might subsequently per- 
mit State banks to engage in branch banking—and to 
restrict within the Federal Reserve System all branch 
banking in what is now branch banking territory to the 
large cities. 

Section 8 changes the charter powers of the national 
banks. Section 9 is simply a new condition of member- 
ship upon the State member banks. Both sections enunci- 
ate the same policy and set up within the Federal Reserve 
System the same standard of banking. They are based 
upon the assumption that State-wide branch banking is 
unsound and puts our whole banking system in danger. 

The only real issue here involved is the conflict between 
National and State policy with reference to banking. A 
few States have expressed a policy favorable to State- 
wide branch banking. Section 9 expresses a national 
policy in direct opposition. The national policy should 
prevail. The State banks in such States will have to 
choose between branch banking and the Federal Reserve 
System. The State banks are free to remain out of the 
Federal Reserve System and exercise whatever charter 
powers the State legislature may give them. They are 
only voluntary members of the system, but the important 
fact must not be lost sight of that in becoming members 
of the Federal Reserve System the State banks receive a 
positive and direct benefit. The privilege of being a mem- 
ber of the Federal Reserve System has a definite value 
for the State member bank. Nevertheless every State 


Continued on page 92 
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Con 
Hon. Ratpx F. Lozier 

U. S. Representative, Missouri, Democrat 
AM opposed to this bill and to branch banking in every 
form in which it may be presented. It is an evil with 
which you can not compromise without suffering irre- 
parable injury. Those who are sponsoring this bill admit 
that branch banking is an evil. The author of this bill 
and the committee that reported it say branch banking 
is an evil and ought not to be tolerated, but instead of 
opposing the evil they are compromising with it and pro- 
posing to legalize it by legislative enactment. This bill 
introduces a greater evil than the one it seeks to correct. 

We have in the United States at the present time a 
unique and very efficient dual banking system. The na- 
tional banks perform a very useful function, as do the 
State banks. It is a matter of history that the early de- 
velopment of this nation was by State banks. It is the 
State banks that go into the little and undeveloped com- 
munities, that go on the far-flung frontier line, and help 
subdue the wilderness and desert. It is the State banks 
that first undertake the development of sparsely settled 
rural communities. The national bank comes along later 
and performs a very useful function by carrying forward 
this development in harmonious cooperation with State 
banks. Now, under our present arrangement those two 
systems of banking are getting along splendidly, each 
supplementing the other, no destructive warfare, no profit- 
destroying competition, and no effort on the part of either 
to put the other out of business. Everything is now mov- 
ing along smoothly, but this bill introduces a dangerous 
element into our banking and financial world. The bill 
commits the Federal Government to the branch-banking 
system, and the authority conferred by this measure is 
the opening wedge that will destroy the balance and 
harmony that now exists between the two systems and 
inevitably result in a cleavage between the national banks 
and the State banks. 

This bill will initiate a contest and a struggle between 
those two different forms of banking which ultimately 
will result in the substantial impairment or destruction of 
one of those systems of banking. Who can foresee the 
result of that contest? In my opinion such a conflict will 
inevitably result in the destruction of the State banking 
system or at least reduce it to a state of subserviency and 
impotence, because the national banks will have a tre- 
mendous advantage, by reason of their being the creatures 
of the Federal Government, by reason of the Federal Re- 
serve System being very largely predicated upon the na- 
tional banking system. Congress should not enact any 
law the effect of which will be to enable national banks 
to ultimately destroy the State banking system. If State 
laws give State banks an advantage over national banks, 
those abuses should be remedied by amending State laws, 
not by introducing the same abuses into our national 
banking system, 

This bill is but the beginning of a comprehensive plan 
to foist unlimited branch banking on the nation. This 
bill will be followed by others, each enlarging and extend- 
ing the branch banking privilege until national banks will 
be permitted to have branches anywhere. We will then 

Continued on page 97 
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The “Hull Amendments” to the McFadden Bill 


Pro ; 
Hon. Morton D. Hutt 
U.S. Representative, Illinois, Republican 

HE Federal law, broadly speaking, does not permit 

branch banking. However, out of over 8,000 national 
banks there are something over 100 that do a branch 
banking business. State banks in 17 States are expressly 
authorized to do a branch banking business, and there 
has resulted competition on the part of these State banks 
with national banks for new business that has been em- 
barrassing to the national banks in those particular juris- 
dictions. As a result there have been withdrawals from 
the national banking system and to that extent a weaken- 
ing of the whole structure of the Federal Reserve System, 
and it is feared that if these withdrawals continue, they 
may result in a gradual undermining of the whole Federal 
Reserve System. 

I am willing to go along with this bill so far as it is 
necessary to put national banks now on an even competi- 
tive basis with State banks, but I am reluctant to go any 
further. I think we should retain the authority in this 
Congress to determine how much further branch-banking 
business on the part of the national banks shall go, and 
therefore I am proposing that instead of permitting na- 
tional banks to do any branch-banking business wherever 
now or hereafter State banks are permitted to do branch- 
banking business that we shall provide that wherever at 
the time of the approval of this act State banks are 
authorized by law to do a branch-banking business 
national banks shall be permitted to do a branch-banking 
business, but that we shall retain for ourselves the right 
to determine how much further at any time in the future 
we may wish to go with the license to national banks to 
do branch-banking instead of surrendering that discretion 
to the States. 

The bill proposes also, with reference to State banks, 
that member banks hereafter shall not be permitted to 
establish branch banks outside of the domicile of the 
parent banks; and that applying banks—that is, branch 
banks that may in future seek to come into the Federal 
Reserve System—shall not be permitted to come into the 
Federal Reserve System unless they drop any branch 
banks that may exist outside of the city in which the 
parent bank is located. 

I am proposing, with reference to those State banks 
that are members of the Federal Reserve System, that 
wherever at the time of the approval of this act branch- 
banking is not permitted, State banks shall not be author- 
ized to take advantage of any law that may thereafter be 
passed in their own States permitting branch banking, to 
establish thereafter a few branch banks, and then come 
into the Federal Reserve System. 

The bill as presented really accelerates, to my mind, 
the growth of branch banking, because it makes it a 
matter of interest to national banks in the jurisdictions 
which do not now permit branch banking to go to legisla- 
tures of those particular States and to get branch-banking 
legislation given to their own State banks, and then they 
will be in a position to come in and do branch banking 
; Continued on page 97. 

*The Hull amendments were a part of the bill as passed by the 


House on February 4. For text see p. 87. The Hull amendments 
were omitted from the bill as reported to the Senate on March 12. 
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Con 
Hon. Ocpen L. Mitts 

U.S. Representative, New York, Republican 

ITH the general purposes of the bill, I am in full 

sympathy, but I can not understand the logic of 
the gentlemen who have reported this bill when they say 
in order to strengthen the national banking system we 
are going to permit national banks with branches in 
municipalities in those States which permit branch bank- 
ing today, but if in the course of the next month the 
people of a State permit branch banking, it will no: apply 
to the national banks of that particular State. 

It seems to me there can only be one real purpose back 
of this amendment and that is if in any State it is sug- 
gested that the State itself permit its own creatures, its 
own State banks, to provide branch banking, that then 
the power of the national banks of that State, the politi- 
cal power, shall be used in order to beat that legislation. 
In other words, we have here an example of what goes 
on almost daily in the Congress; an attempt indirectly to 
use the Federal power in order to coerce the people of 
the several States to do not what they think is right in 
the government of their own concerns, but to do what this 
Congress may think right. 

I do not pretend to know what are the economic and 
banking conditions of the State of Iowa or South Caro- 
lina or California. If the people of South Carolina want 
branch banks, who am I to say that they shall not have 
them; and if the people of the sovereign State of New 
York believe that their condition is such as to be favored 
by a branch-banking system, by virtue of what authority 
do the Representatives of the State of South Carolina or 
any other State in this Congress say to the people of 
New York, “You shall not have branch banking.” 

I am not complaining that this bill does not go far 
enough. I am not going into the question of whether 
branch banking be wise or unwise, but I contend that 
the only reason for this provision is because some mem- 
bers of this House do not believe in branch banking, and 
they propose to say to the people of a sovereign State: 
“We are going to use this indirect means to enforce our 
economic views on you irrespective of what your local 
views may be.” 

You forbid national banks to introduce branches in 
States which subsequently want to adopt the branch- 
banking system, because you want their political power 
to beat the bill in the State legislatures. 

Suppose the people of the State, in spite of your 
attempt to coerce them and block their sovereign will, 
disregard the advice of the Congress and establish a State 
banking system. What will be your position then? In 
some States you will permit your national banks tc have 
branches because, forsooth, in the year 1926 their States 
permitted branch banking, and in other States national 
banks can not have branch banks because their people 
did not act until 1927; and you want to call that a na- 
tional banking system. ; 

From the standpoint of the true authority and juris- 
diction of the Congress that provision is improper, and 
from the standpoint of all logic and consistency it can 
not be justified, and, irrespective of your belief on the 
subject of branch banking, those words, at least, should 
be stricken from this bill.—Extracts, see 2, p. 107. 
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Senators Discuss McFadden Bill 


Pro 


Hon. GeorceE WHARTON PEPPER 
U. S. Senator, Pennsylvania, Republican 


HIS measure has been drafted in an effort to bring 
about equality of opportunity between National 
banks and State banks. The national banks of the coun- 
try are suffering greatly from the rigidity of the National 
Banking Act as compared with the flexibility of the laws 
of the several States. This measure undertakes to make 
certain changes in the National Banking Act, and in a 
few instances in the Federal Reserve Act, with a view to 
giving the national banks a better chance in the ccmpeti- 
tion for business as between themselves and the institu- 
tions operating under State charters. 

Section 9 deals with the branch-banking problem viewed 
from the angle of eligibility for membership in the Fed- 
eral Reserve System. Those who oppose this section think 
that you ought not to raise the standard of entrance ex- 
aminations so high in this matter of conformity to the 
limitations of the branch-banking privilege as to make it 
unpopular with State banks not now in the Federal Re- 
serve System, which may be deterred from applying for 
membership if this bill becomes a law, and the provision 
is that a State bank which, under the law of its being, has 
a right to establish branches, and has established them 
outside the limits of a city where it does business, shall 
not be eligible for Federal reserve membership unless it 
relinquishes those branches and agrees not to establish 
any outside the city in future. 

I think that the framers of this bill were wholly friendly 
to the Federal Reserve System and were not desirous of 
putting any unnecessary obstacles in the way of the ad- 
mission of a State institution to the Federal Reserve Sys- 
tem, but they thought, since their primary object was to 
give national banks an equality of opportunity as respects 
State institutions, that it would help national banks which 
are by law necessary members of the Federal Reserve 
System—that it would help them, if any limitations on 
branch banking that they were subjected to were imposed 
likewise on applicants for membership in the Federal Re- 
serve System, although such applicants were not propos- 
ing to become national banks. 

I am opposed to State-wide branch banking. I believe 
that the limit to which branch banking should be extended 
is the commercial community within which the parent 
bank is situated. 

I am opposed to branch banking not so much because 
I apprehend the growth of a banking monopoly by one 
or a few banks in our great cities, but because I do not 
think that absentee banking is a wise principle. I per- 
sonally do not think it is advisable to give to a metro- 
politan bank the right to establish a branch alongside of 
and in competition with an up-State bank in a small com- 
munity, which is serving that community well, and which 
represents local initiative and local ambition to go for- 
ward to financial and industrial success. 

What we are trying to do in this measure is to take 
account of an honest and intelligent difference of opinion 
between the bankers of America on this subject. We are 
trying to give to national banks, which can get their 
authority only from the Congress, such a measure of 

Continued on next page 


Con 


Hon. Carter Grass 
U. S. Senator, Virginia, Democrat 

ELDOM, if ever, during my experience in the Congress 

of the United States, have we ever been confronted 

by such a legislative monstrosity as the so-called McFad- 

den Bill. The Hull amendments appearing in Section 9 

and other sections of the bill, constitute an unprecedented 

attempt to induce Congress to coerce the legislatures of 

26 States into an anti-branch banking policy. The pro- 

ponents of this section would have the national Congress, 

by Federal statute dictate State banking policy. And that 

policy, if so dictated, would be utterly unjust not cnly to 

national banks, but as between the States themselves to 
State banks. 

What would the situation be if Section 9 as approved 
by the House should become law? National banks in 26 
States of the United States would forever thereafter be 
prohibited from establishing branches, while national 
banks in 22 other States would enjoy the privilege un- 
molested. And State banks which are members of the 
Federal Reserve System in those same 26 States would 
also be prohibited forever thereafter from establishing 
branches unless they relinquished their membership in 
the System. Congress has done much to induce State 
banks to join the Federal Reserve System and has ap- 
pointed a joint legislative commission to recommend fur- 
ther inducements. By this one measure we would be 
driving more banks out of the System than a dozen in- 
ducements would attract into it. 

The alleged evils of branch banking per se are not 
involved in the controversy over Section 9. Many of the 
opponents of branch banking concede that the operation 
of intra-city branches is not branch banking; yet Section 
9 prohibits the establishment by members of the Federal 
Reserve System forever thereafter of intra-city branches 
in 26 States. And this provision would continue even if 
the legislatures of those 26 States should, subsequent to 
the passage of the McFadden Bill, permit branches to 
banks organized under State law. Why should the na- 
tional banks of New York State be permitted to establish 
intra-city branches and the national banks of Pennsyl- 
vania have that privilege denied them? Is there any 
justice in this sort of discrimination? Why should the 
national banks of my State of Virginia be given rights 
which are forever denied to the national banks of Illinois? 
And why, in the event that, subsequent to the passage of 
the McFadden Bill, the State of Pennsylvania should 
grant branch banking powers to State banks, should that 
privilege be denied to the national banks of Pennsylvania? 

Even the apologists of Section 9 admit that it is unfair 
and unjust. Every man of them who appeared before 
the Senate Committee was compelled to admit this. They 
assert that it is necessary in order to obtain the support 
of those who are opposed to branch banking in any form. 
By their own admissions they are willing, for purely selfish 
reasons, to deny to the national banks of 26 States a 
privilege which many of them themselves enjoy. Their 
essential inconsistency is demonstrated by the fact that 
when confronted by this situation, they suggest that, while 
the Hull amendments constitute the bait which they were 
willing to hold out to the extreme anti-branch bankers as 

Continued on next page 
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P ro—continued 
Hon. Georce Wuarton Peprer—continued 


relaxation and privilege in States where they have to 
compete with State banks that are given by the State law 
the right to maintain these branch banks, as will go a 
little in the direction of helping the national banks, but 
not far enough, as it seems to us, to arouse any of the 
reasonable apprehensions of those who are opposed to 
branch banking altogether. 


Pro—continued 


Hon. Louis T. McFappen—continued from page 89 


member bank is free at all times to weigh the advantages 
of the Federal Reserve System with the advantages of 
nonmembership and to choose at its discretion. 


It is for Congress and not for the State legislature to 
say what are the purposes of the Federal Reserve Act, 
and no State bank upon becoming a member under the 
amendment above referred to, can acquire any vested 
rights to the exercise of any particular charter powers 
while continuing as a member bank. If Congress reaches 
the conclusion that State-wide branch banking should be 
brought to a standstill within the Federal Reserve Sys- 
tem, the State banks can not properly make complaints, 
nor can it be said that the rights of any State legislature 
have been invaded. To take any other position would be 
tantamount to holding that the State legislature has a 
right to dictate the conditions under which State banks 
may become and continue members of the Federal Re- 
serve System. Such a position, it is needless to say, is 
altogether untenable. 


The bill is not an attempt at a scientific codification of 
all of the banking laws over which the Federal Govern- 
ment might have jurisdiction. This bill is an emergency 
measure. 


The emergency which the national banks as a system 
face today is due to the lack of the charter powers to 
meet the requirements of modern economic conditions in 
industry and commerce. Changes in the banking laws 
have not kept pace with the revolutionary changes which 
have taken place within recent years in production, trans- 
portation, and communication. Many of the State legisla- 
tures have recently enacted new banking codes in order 
that the State commercial banks and trust companies may 
be equipped to meet these new demands. It can not be 
expected that the national banks will sit idly and wait 
indefinitely for Congress also to take action. Many of 
them have already taken out State charters and many 
more will doubtless follow in the near future if enabling 
legislation is not speedily enacted. This bill is an answer 
to this need. It simply touches upon the most salient 
defects of the national banking laws as they relate to the 
operating conditions of the national banks. It is neces- 
Sary now to put the national banks on their feet. When 
this is done there will be time enough for a commission 
to deliberate and report with reference to the many other 
problems of banking which must be ultimately solved.— 
Extracts, see 2, p. 107. : 
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Con—continued 
Hon. Carter Giass—continued 


the price for their support of the bill as a whole, the gross 
injustice of the Hull amendments can be neutralized by 
later action of Congress. In short, Congress is asked to 
perpetuate an admitted wrong upon the assumption that 
it may be induced at some other time to right this wrong. 


I have been unsuccessful in finding anyone who will 
justify, on its merits, as a fair and square proposition the 
proposal that banks in 26 States be discriminated against 
in this way. The whole movement has assumed the 
aspect of an attempt, by Federal statute, to extirpate 
branch banking as such in both the State and national 
systems. I have never advocated State-wide branch bank- 
ing. I am thoroughly convinced that, under proper reg- 
ulations, the operation of intra-city branches should be 
permitted. And I am more or less of the opinion that we 
have not yet had sufficient experience to determine that 
even State-wide banking is essentially an evil. 


In any event it is a matter for State regulation. If a 
State does not wart the banks which it has created to 
engage in branch banking, that is a matter for the State 
legislature to settle. The quarrels of the bankers within 
a State should not be brought to Congress for settlement. 
The only fair proposition from the standpoint of Congress 
is that national banks should be given approximately the 
same privileges as are enjoyed by State banks in the State 
where the national bank is located. That privilege or 
right Section 8, if it were rid of the Hull amendments, 
would secure. Most of the support which has been at- 
tracted to the McFadden Bill has come because of the 
totally mistaken belief that it would obtain for national 
banks branch banking powers substantially equivalent to 
those enjoyed by State banks. That is the appeal which 
has been played up in the propaganda for support; but 
there is no word of truth in the statement. 


The list of associations and organizations which have 
by resolution, in annual convention, given adherence to 
the bill in principle has very little meaning. I had many 
letters from bankers in my State asking me to support 
the McFadden Bill. To each of these letters I replied, 
telling the writer that I was glad to have found somebody 
who better understands the meaning of the bill than the 
three able experts consulted by me. I requested each of 
these bankers to explain to me the meaning of the pro- 
posed revision of Section 5200, Revised Statutes. To 
these many letters I received but one response. That 
banker frankly admitted that he knew nothing whatever 
about the bill, but he had been requested by a member 
of the Legislative Committee of the American Bankers 
Association to urge its passage. Such directed support of 
a legislative proposal deserves small consideration. 


The Senate has twice passed a bill providing for intra- 
city branches for na ‘onal banks and such proposal has 
twice been recommended by the House Committee on 
Banking and Currency. It is my belief that if the Bank- 
ing and Currency Committee of the House would again 
recommend that proposal national banks could be given 
the needed relief without flagrant interference in the bank- 
ing policies of the several States. Section 9 is supported 
by anti-branch bankers in a number of States, as they 
were forced to admit, merely to be used as a club over 

Continued on page 97 
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Is Branch Banking Superior to Unit Banking? 


Pro 


Hon. Epmunp Piatr 
Vice Governor, Federal Reserve Board 


HE McFadden bill has been announced as a bill 

drawn for the purpose of liberalizing the national 
banking act, so that national banks may no longer be 
prevented by law from performing banking functions re- 
garded as useful and sound in principle which State banks 
have long been performing. The Comptroller of the Cur- 
rency has noted the fact that State banks have steadily 
gained in numbers and in resources while national banks 
have failed to maintain the same rate of growth. 

In so far as the bill confines itself to its announced 
purpose I have no criticism to make of it, further than 
to state that some of the departures from commercial 
banking need very careful consideration. One of the lib- 
eralizing provisions of the bill has to do with branch 
banking within city limits, and with this provision the 
Federal Reserve Board is unanimously in agreement. 

The members of the board regret that this liberalizing 
feature of the bill does not go to the full limit of per- 
mitting the establishment of branches in all cities large 
enough to have need for outlying banking facilities, as a 
matter of right and without regard to the limitations of 
State laws. It would seem that the national banks might 
sometimes be permitted to take the lead in a matter of 
sound banking which every competent banker approves. 

We can all support these amendments to the national 
banking act. But the bill doesn’t stop there. It seeks to 
amend the Federal Reserve Act, and here it becomes re- 
pressive and reactionary. Because many bankers are 
opposed to any further liberalizing of the national bank- 
ing act the bill seeks to deprive State bank members of 
the Federal Reserve System of some of their charter 
rights guaranteed them under the act of June 21, 1917, 
particularly with reference to branch banking. Certain 
States permit and even encourage banks of sufficient capi- 
tal to establish branches beyond city limits, on the theory 
that the farmer is as much entitled to the best and safest 
bankiny service as the city dweller is. 

Some 322 independent banks have failed in this coun- 
try since the Ist of January, 1924 (to April 11), more 
than two-thirds of them banks with a capital less than 
$50,000, and more than seven-eighths of them banks with 
a capital less than $100,000—and, so far as I know, not 
a single branch bank has failed, although some of them 
have been in difficulty. The conclusion I draw from that, 
almost an inevitable conclusion, is that the very small 
banks are unsafe—I do not mean to say, however, that 
they all are unsafe. 

With failures still running at the rate of nearly 100 a 
month an unprejudiced outsider might be pardoned for 
thinking that unit banking rather than branch banking 
is at present in most need of defense. 

I believe in home rule. I think the people of the State 
ought to be allowed to have branch banking or unit bank- 
ing, as they prefer, trusting that the superior system will 
commend itself in time to all. 

The economists generally agree that branch banking 
is a matter of most concern not to the big cities or their 
big banks, but to thinly settled agricultural communities. 
Continued on next page 


Con 


Hon. Henry M. Dawes 

Former Comptroller of the Currency 
HILE it is very definitely my opinion that if the 
present trend of branch banking should cor*inve 
for even a brief period longer, without restrictive or 
remedial legal action, the national banking system will be 
destroyed, it is not my intention to discuss it from this 
single viewpoint but rather as to whether or not the policy 
of branch banking is one which the people of the United 
States care to adopt, and whether it best serves their inter- 
ests. If it does, then it would be well to pay the price of 

the destruction of the national banking system. 

First, as to whether the general principle of branch 
banking is adapted to American institutions. Branch 
banking is necessarily operated and controlled by a group 
located within a single office. Codrdination and efficiency 
can be secured in no other way. With the actual final 
control of the operations limited to this group, the con- 
duct of the branches is necessarily the delegated function 
of agents. These agents must operate in accordance with 
general formule. These formule must necessarily be 
rigid and uniform, to a great extent, in a business con- 
fined entirely to finance. The power of discretion can 
only rest in the central bank, and the ability of the 
branches to conform to the peculiar requirements and 
necessities of individuals and communities must be limited 
by regulations laid down by persons who do not live in 
the community and are not acquainted with the individu- 
als served. It is absentee control of local finances. Banks 
are the trustees for the funds of a community. In the 
case of the branch banks the trustees are not residents 
and they are not influenced by the community’s desires 
and necessities, as is the case at the present time where 
the officers and owners are residents and the product of 
the community which they serve. This sort of an opera- 
tion runs directly counter to that instinct of the Ameri- 
can people which demands independence in matters of 
local self-government. It is a particularly aggravated 
and offensive form of outside interference, because the 
resources which the community itself creates in the form 
of depvsits are disbursed and controlled by nonresidents. 

There is no such thing as a superbanker. The man 
who knows his customers and who lives in the midst of 
their environment is infinitely more competent to handle 
their funds than the most technically proficient banker 
who lives in New York, London, Montreal, or San Fran- 
cisco, and the right of a nonresident to transfer the funds 
of one community to another, for whatever purpose it may 
be, whether for the good of the bank he represents or for 
the good of the community, is one which would be bitterly 
denied by any American community when they finally 
understand what is being done. 

Under the present system of community banks, inde- 
pendent local self-government and coérdination is secured 
through the instrumentality of the Federal reserve banks, 
and the power which is exercised to turn money from 
the channels in which it would automatically flow be- 
cause of some general public necessity, is one which should 
be exercised by a person occupying a detached position 
and not prejudiced and influenced solely by the effect that 
such action will have on the dividends of his own institu- 
Continued on next page 
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Pro—continued 
Hon. Epmunp Prarr—continued 


They believe that our present scheme of extending bank- 
ing facilities to such communities by means of small, 
weak, independent banks, banks with a capital of $5,000, 
$10,000, or even $25,000, is unsafe for depositors and 
uneconomical, making interest rates to the farmers higher 
than necessary. 

Most of the Comptrollers of the Currency have recom- 
mended branch banking in some form, and nearly all of 
them have recognized its superiority either as a general 
proposition or under certain conditions to unit banking. 
The first comptroller, Hugh McCullough, was himself the 
president of one of the most notable branch banking sys- 
tems in the country, the Bank of Indiana. Mr. Hepburn 
refers to this bank as “an exemplary illustration of the 
efficiency of branch banking as a system.” Comptroller 
Eckles, whose administration felt the full force of the 
panic of 1893, advocated the establishment by national 
banks of branches in places not having national banks 
already established, and apparently his recommendations 
had no limit. Comptroller Charles G. Dawes, who suc- 
ceeded him, recommended branch banking in places with 
a population less than 2,000. Mr. Dawes, in an address 
to Pennsylvania bankers in 1903, spoke against “general 
domestic branch banking,” but in the course of the ad- 
dress frankly admitted that one of the advantages of 
branch banking would be lower interest rates to the farm- 
ers who grow crops having a cash value. Recent comp- 
trollers have recommended branch banking within city 
limits as something absolutely necessary in most of our 
great cities in order to save the national banks of the 
cities from destruction by State bank competition. Branch 
banking by counties was recommended by some of them, 
and was recommended also by the Federal Reserve Board 
in 1918. In its report for 1922 the board urged that 
national banks be given the same privileges with regard 
to branches that State banks have been given in the 
branch-banking States. 

The last recommendation is the only one that will fully 
meet the situation, so far as the competition of State 
banks is concerned. 

The argument that branch banking is monopolistic is 
unsupported by any actual evidence—the evidence, on the 
other hand, is clearly to the effect that branch banking 
increases competition. It is true that the number of 
chartered banks in Canada, and the number of joint- 
stock banks in England and Scotland, have greatly de- 
creased, but except in the largest cities there are more 
banks competing with each other than before. In the 
smaller towns there are as many and perhaps more banks 
competing with each other. 

Can anyone maintain that there is less competition 
among banks in California today than there was before 
the development of the branch banking systems in that 
State? Can anyone deny that agricultural situations as 
serious as that now existing in the wheat-growing States 
of the ninth Federal reserve district have been handled 
in California practically without bank failures? 

Isn’t it rather un-American to express fear of monopoly 
in a field where the units are so overwhelmingly numer- 
ous? Every week brings increased evidence of the lack 
of strength of the small unit banks in agricultural sections 
of our country. The States chiefly concerned have tried 
guaranteeing deposits and every other remedy, except the 
one remedy of uniting resources, a remedy which has been 
successful wherever tried—Extracts, see 3, p. 107. 
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Con—continued 
Hon. Henry M. Dawes—continued 


tion. The question of shifting funds from Dubuque to 
Sioux City should follow natural economic laws unless 
emergency arises. This emergency should not be met by 
a branch bank with only a selfish interest to serve but 
through the codrdination brought about by the officers of 
a Federal reserve bank who represent the public and not 
a single group. This is the position of the officers of the 
Federal reserve banks, and it is the one which the branch 
bankers who claim to accomplish so much good by the 
mobilization and transfer of funds from one community 
to another would arrogate to themselves. 

In branch banking character loans are impossible. By 
character loans is meant loans to people whose collateral 
is perhaps faulty from a technical standpoint, but who are 
entitled to credit on account of their constructive influence 
in the community and initiative, enterprise, and character, 
This applies with particular force to the young, aggressive 
type of man who has built up the western and pioneering 
sections of the country. Jim Hill, for example, at the 
beginning of his career, did not have the kind of collateral 
which would pass the scrutiny of a branch banker. The 
development of America is dependent on nothing more 
than on the independent unit bankers of vision, courage, 
and independence, whose first interest in the creditor is 
his character. 

Second, the essentially monopolistic nature of branch 
banking can not be successfully controverted. The mere 
statement of developments in foreign countries which have 
had unrestricted branch banking is probably sufficient to 
demonstrate this. According to the figures published in 
the Bulletin of American Institute of Banking for July, 
1923, in 1842 there were in England 429 banks and in 1922 
only 20 banks. _ Of these 20 banks, 5 controlled practically 
all of the banking of the Nation. There are about 7,900 
branches in operation. In Scotland there are only about 9 
banks with about 1,400 branches, and in Ireland about 9 
banks with about 800 branches. In 1885 in Canada there 
were 41 independent banks. Under the operation of 
branch banking the number was reduced to 35 by the year 
1905. At the present time there are only 14 banks in 
Canada, operating about 5,000 branches. There are no 
independent unit banks in western Canada, in fact none 
west of Winnipeg. 

_ The coercive power of a branch banker bent on expan- 
sion is very great. He is able to temporarily reduce inter- 
est rates until he gets banking control, and the cost of 
this can easily be reimbursed after he has secured a 
monopoly. The branch banker can secure the services 
of the employees of the unit banks by higher salaries. 
They can have the patrons of their own institutions influ- 
ence and compel their customers and people who depend 
upon them for business accommodations to transfer their 
accounts from the unit banks into the branch banks. 

The third point which is frequently of very great im- 
portance is the ability to take care of emergency situa- 
tions. When an acute emergency arises in a community 
it is impossible to get prompt and effective assistance 
where the local representative is compelled to refer back 
to the head office in another city. Even if the control of 
the institution were disposed to go to extreme lengths to 
relieve an emergency, by the time the necessary red tape 
was unrolled the assistance would be too late.—Extracts, 
see 3, p. 107. 
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Should State-wide Branch Banking Be Restricted ? 


Pro 


Howarp WHIPPLE 
President of the First National Bank of Turlock, Calif. 
sa individualism in banking as expressed by 


the institution of unit banking, means that the door 
of opportunity for those who are rightfully entitled to 
engage in the enterprise of banking is wider than for the 
people of any other country. Thanks to unit banking, 
Americans may engage in banking without being obliged 
to surmount the almost insuperable restrictions of great 
wealth necessary to those who would engage in banking 
in countries where branch banking is endemic, for branch 
banking lends itself to the formation of a capitalistic 
monopoly more easily than any other human agency. 
And, thanks to our system of unit banking, the control 
of credit in America is centrifugal rather than centripetal, 
diffuse and democratic rather than close and moropolis- 
tic. Under American State and national law, unit bank- 
ing has been developed as in no other land. Under it, 
this country has been developed. Under it, self-reliance 
both of individuals and communities has been fostered; 
privilege of a special character in banking whether to 
people or communities has been minimized. 

To maintain those characteristics, to prevent the de- 
struction of a valuable and characteristically American 
institution which has by no means outlived its useful- 
ness, the McFadden bill has been introduced. In its 
sections which relate to branch banking, it predicates the 
theory that the institution of unit banking is worth pre- 
serving and shall be preserved to American life. It also 
predicates the theory that intercommunity branch bank- 
ing is not in harmony with the ideals of that life, that it 
will destroy unit banking and in turn the Federal Reserve 
System. It does not say that branch banking as pres- 
ently practiced in some few sections of this country is 
evil. It says that it will not permit it to become evil. It 
says that American individualism in banking matters 
shall not be destroyed. It expresses such theories in two 
sections. 


Section 8 permits city-wide branch banking to national 
banks in States which permit branch banking. Section 9 
denies Federal reserve membership to banks with branches 
outside the city of the parent institution. Are the two 
inconsistent? Not at all. City-wide or intracommunity 
branch banking is service of residents to residents. The 
vices of intercommunity branch banking such as distant 
and disinterested management, the monopolistic aggrega- 
tion of credit into larger than necessary units, the destruc- 
tion of the economic independence of communties, of the 
local self-government in financial matters, are not recog- 
nized in intracommunity branchbanking, Californians who 
believe in the superiority of unit banking consider that 
type of branch banking to be inherently unit banking in 
character and service. They distinguish between such 
branches which are established for the geographical con- 
venience of bank customers and branches established in 
other cities where the question of geographical conven- 
ience does not enter. Instead, they believe that such 
extracity or intercommunity branch offices are established 
more for the benefit of the managers and owners of such 
Continued on next page 
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carried on in the foreign countries where it is well 
handled, is the fact that it is able to carry commodities 
of that kind that help the farmer, the man who is engaged 
in the staple crop operations without jeopardizing itself, 
whereas the American bank, the small American bank 
must either strain itself by putting too many of its eggs 
in one basket, if not all of them, or else, if it does not do 
that, it must go to a correspondent bank in a distant city 
and get the money there. 

H. R. 2 seems to me to be a bill to conserve the exist- 
ing small banking situation in the country. If that situa- 
tion is to be conserved it undoubtedly ought to be relieved 
of its defects, and Congress, it seems to me, should do 
what it can to endeavor to curb them. 

Contrary to the general impression that branch banks 
are established by large banks which want to crowd out 
the small ones, the reverse is the case. That is to say, 
the branch banks came into existence very largely on 
mergers with other banks. Investigation shows that there 
has been an increasing number of bank mergers and 
consolidations in the United States for several years past, 
which said mergers have resulted in producing large num- 
bers of branches. 

The number of mergers in the States for which we 
have a record of banks merged are: In 1910, 126; 1911, 
115; 1912, 135; 1913, 113; 1914, 145; 1915, 146; 1916, 
136; 1917, 125; 1918, 113; 1919, 178; 1920, 172; 1921, 
278; 1922, 296; 1923, 291; 1924, 315. The resources have 
risen from $861,000,000 in 1910 to $3,147,000,000 in 1924. 
The branches came into existence then as the result of the 
existence of weak banks which have to find some way 
out of the failure that is impending on them, or which 
are not on the brink of failure but are not making any 
money, consequently they sought to consolidate with 
other banks, and that strikes me as rather a fundamental 
thing to bear in mind in connection with the whole prob- 
lem of branches because it shows that the motive con- 
ducing to the establishment of branches is not exactly 
what it is ordinarily conceived to be. 

My point is that the effect of H. R. 2 is hurting the 
possible expansion of the system rather than strengthen- 
ing it, as has been alleged. The second point that 1 want 
to urge on you is the present system of chain banking. 
You have branch banking, but you have it in an un- 
authorized condition. In many States in this country it 
is prohibited, and in the chain banks you have the bad 
features that are attributed to branch banking, lack of 
reporting, lack of simplification, examination, lack of vari- 
ous safeguards that are doubtless required in a branch- 
banking system. Now the statement has been made that 
the effect of H. R. 2 would be, if adopted, to stop branch 
banking in the agricultural districts, and it has been said 
that that is in accordance with the wishes of Congress. 
I do not suppose you want bootlegging branch banking 
and yet if you prohibit the existence of branch banking, 
it is just as when you prohibit the existence of anything 

Continued on next page 
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Pro—continued 
Howarp Wuiprte—continued 
branch banking systems than for public convenience and 
advantage. 

It is true that the California branch banks have taken 
over as branches a limited number of banks which were 
in difficulties largely through mismanagement and to a 
lesser extent through the deflation of values from which 
California has not been entirely immune. Their ability 
to do so has been heralded widely as one of the strongest 
arguments in favor of intercommunity branch banking. 
Superficially viewed, the avoidance of a lack of public 
confidence in the soundness of the banking structure as 
occurs when a bank is obliged to close may temporarily 
be to public advantage. But if it is absorbed before sus- 
pension by a branch banking system is it ultimately? I 
think not. Passing by the question of undue concentra- 
tion on the part of branch banking, if the improper assets 
and faulty management which occasioned the disturbance 
are more or less completely eliminated, there is some 
basis for the merger if other disadvantages are for the 
time being overlooked. But it does no good to the bank- 
ing structure if a mass of frozen and otherwise improper 
assets are merely absorbed into the totals of a larger in- 
stitution. The closing of a poor unit institution eradicates 
the disease very effectively. None of its malignant germs 
enter the blood and dilute the assets of another institu- 
tion which may itself in time contract the disease. Mere 
size is no insurance against improper management and 
poor condition, as has been exemplified in the great branch 
banking systems of other countries which have long been 
engaged in the practice. Under conditions very similar 
to the collapse of the predominant industry of agricul- 
ture in North Dakota during the recent depression with 
its effect on its banking structure, about which so much 
capital has been made by the proponents of branch bank- 
ing, branch banking did not save Australia. 

In 1893 out of 28 banks with 1,700 branches 13 failed 
in six months for nearly $450,000,000. This necessitated 
a moratorium for five years and longer in some instances. 
And in Australia the ill effects of her banking collapse 
was not so much the loss to depositors as it was the utter 
shattering of business confidence which lasted over a far 
lengthier period than anything we have known in this 
country and which occasioned a financial loss to the 
people of that Commonwealth far greater than any im- 
mediate pecuniary loss from bank failure. 

The continued concentration which seems to be an in- 
herent disease of branch banking has finally aroused the 
public of some countries which have recognized the nature 
of the malady. In England, where but five banks con- 
trolled recently over 87 per cent of the banking power, 
further mergers are frowned upon by the treasury. In 
Canada mergers must have the sanction of the finance 
minister; remonstrance to further mergers and concentra- 
tion has become so audible that movements have been 
set on foot to prevent further mergers by law. Sweden 
has endeavored to stop the movement by requiring that 
further mergers must have the approval of the King. In 
England suggestions of nationalization of her banking 
system are heard. Such are the results at this time of 
the antisocial concentration of credit control permitted 
and fostered by intercommunity branch banking. 

_ There is no doubt but that branch banking, when once 
given a foothold of any consequence in this country under 
Continued on next page 
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else, you get that kind of bootlegging. Then you have 
the bootlegging chain bank in existence and rapidly grow- 
ing. I believe it has been stated that it is not wise at 
this time to make any attempt to check the growth of 
chain banking. That may very well be, but certainly it 
is unwise to pass legislation which would increase it, and 
the effect of H. R. 2 undoubtedly will be to produce ex- 
actly that outcome. 

Foreign experience does throw some light on the tend- 
ency of the branch-banking system to failure, and I have 
here a very brief contrast of bank figures in the United 
States, Canada, and the United Kingdom. That 
comparison shows arithmetically the average per capita 
liabilities of banks—that is, failed banks—in the United 
States from 1900 to 1925 at 55.9 cents. In Canada it 
was 31.8 cents for approximately the same period. In the 
United Kingdom it was 8.3 cents. In Holland it was 13.7 
cents. ‘Those are the comparative records made by 
branch-banking countries as contrasted with the bank 
failures in the United States. It is an unmistakable fact 
that branch banks, while they do not prevent failures, 
represent a system that has greater strength and is able 
to handle the loans more efficiently and hence is, in fact, 
less susceptible to danger of failure than the so-called in- 
dependent or unit banks as carried on here. That is to 
say, we have the small banks practically left to operate 
as they see fit. 

You ought not to pass H. R. 2 in any form, but in lieu 
of it you shoula make a careful investigation of what is 
needed in the present banking system for the purpose of 
getting at the present time a thoroughly proper and care- 
fully reviewed line of banking legislation, and that seems 
to me to be essential from a great many standpoints. We 
have on our statute books now a large mass of war 
amendments to the act. They were passed at the time, 
without much discussion, because of necessity. They have 
greatly changed the working of our system. Among other 
things they have, in my opinion, greatly conduced to in- 
flation and have permitted the growth of the system in 
which we have an undue amount of speculation in New 
York and elsewhere. 

I do not believe the Federal Reserve System is a patent 
cure-all. I do know, however, that our banking system 
now was organized to prevent the undue diversion of 
funds into frozen assets. It has not done that, but has 
permitted the bad conditions that now exist in the mid- 
west and has done the same thing with stock exchange 
loans in New York and elsewhere. 

I do not see that there is any emergency existing call- 
ing for the passage of H. R. 2 at the present time. The 
only emergency is the continuance of the present epidemic 
that calls for some legislative adjustment that will not 
make it worse, as H. R. 2 will do, but that will check it. 
If H. R. 2 is to be passed, it needs drastic and complete 
revision from the ground up. I have introduced here a 
provision on branch banking which would leave the mat- 
ter to the States, which I believe is where it should go. 
It is essentially a local matter. I think the national banks 
should have the branch power and should be allowed to 
exercise it in each State on substantially the same basis 
as the State banks with which they have to compete, and 
under proper supervision and direction—Extracts, see 5, 
p. 107. 
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legislation which tolerates it even if it does not actually 
foster it, will exhibit the same adverse characteristics 
which are innate in the institution. 

We hear complaints coming from Canada of a political 
power exercised by its branch banking system that throt- 
tles attempts to legitimately improve the banking laws of 
that country and another power that withers free criticism 
of its banking in a great share of the press. We see in 
practically all branch-banking countries the gradual clos- 
ing of the door of opportunity to engage in new banking 
enterprises, a condition resulting in the stagnation of the 
industry. When new capital ceases to flow into any eco- 
nomic enterprise it is not long before that industry be- 
comes moribund, languishes, and dies. And now capital 
is not flowing into branch banking in several lands. 

There is a question then before the Congress of the 
United States. It is a social question far more than it 
is an economic question. Economic laws take care of 
themselves. Social laws are the products of human 
genius. 

Shall the United States now by the failure of its gov- 
ernment to act, foster the system of branch banking at 
a time when that system is falling into increasingly greater 
disrepute where it has long been in existence or will it 
stop where it is? It will not do to compromise the ques- 
tion by permitting limited branch banking. If given 
county-wide branch banking, there will be no stopping at 
such artificial lines and State-wide branch banking will 
be the result. And very shortly State lines will be broken 
down as is already being intimated in California so that 
nation-wide branch banking will be the rule in this great 
land. There are no arguments in favor of State-wide 
branch banking that do not apply with equal force to 
nation-wide branch banking. There are no valid reasons 
for any artificial or political lines when the institution of 
intercommunity branch banking is extant in the land. 

The question of intercommunity branch banking or 
unit banking is therefore a fundamental social question 
more than an economic question. Branch banking means 
the rise of central government in financial matters. Unit 
banking means local self-government, one of the founda- 
tion stones of our American policy.—Extracts, see 5, p. 
107. 
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themselves. I am hoping, if my amendments are adopted, 
that they will create an interest in the States which do 
not now permit branch banking which will retard the 
growth of branch-banking legislation on the part of 
those States. It will be against the interests of the na- 
tional banks in any such State to have an act passed 
which will permit State banks to do a branch-banking 
business; they will be interested in going before the legis- 
latures of their States and using their influence against 
any State permitting branch banking. 

Furthermore, it will be in the interest of State banks 
that are members of the Federal Reserve System, if my 
‘amendments are adopted, if they value their membership 
in the Federal Reserve System, to work against legisla- 
tion in their own States permitting branch banking.— 
Extracts, see 4, p. 107. 
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State legislatures in preventing the passage of branch bank 
legislation in those States. Its supporters are willing 
enough to have national bankers assist them in killing 
branch bank proposals in their own legislatures, but are 
very reluctant, indeed, that national bankers shculd be 
active in attempting to secure branch banking privileges 
within the State. In the one case, the anti-branch bankers 
take to themselves the national bankers as brother citizens 
of the State. In the other instance, they refer to them 
as sort of quasi-national citizens coming in from outside 
to determine State policy. 

It is proposed as part of Section 9 that the Federal 
Reserve System be made a sort of policing agency for the 
enforcement of branch banking regulations. This is a 
function wholly apart from and not in harmony with the 
essential purpose of the Federal Reserve Act and one 
which Congress should not for a moment consider im- 
posing upon the Federal Reserve Board. Nothing which 
has been put forward could more certainly cause friction 
or create antagonism to the System. If the Federal Re- 
serve Board is to be the arbiter of all the banking quar- 
rels which arise between different groups of banks 
throughout the country, its existence cannot long con- 
tinue. 

Abraham Lincoln once remarked that this country could 
not exist half slave and half free. It is not too much, in 
my opinion, to say that this country cannot exist half 
branch banking and half anti-branch banking. Section 9 
of the McFadden Bill which would prohibit forever here- 
after the establishment of branches by members of the 
Federal Reserve System would tend to destroy both the 
national banking system and the Federal Reserve System. 
It should never be included in the bill as finally adopted 
by Congress. 

The confusion and uncertainty which would result from 
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no longer have a dual system of banking, but a unified 
and concentrated system of banking, with branch banks 
scattered all over the nation destroying the little com- 
munity banks and ultimately we will have nothing but 
national banks, with branches, a system like or very sim- 
ilar to the vicious, monopolistic branch banking system of 
Canada. 

Now, I believe in national banks; I am a friend of na- 
tional banks; I believe in State banks, and I am a friend 
of State banks. Who developed the suburban districts of 
New York, Philadelphia, and Chicago, and every other 
great city? Not the great banks that have millions and 
hundreds of millions of dollars of capital, but it is the 
little local or community banks established by merchants, 
business men who were pioneers in these suburban dis- 
tricts. The big banks never go into new suburban dis- 
tricts until the constructive work in the new communities 
has been financed and promoted by small local or com- 
munity banks, but under the branch banking system the 
big banks look around and see a community that a little 
local bank has nursed along and made prosperous, and 
these big banks go out in the suburbs and establish a 
branch bank just across the street from the local bank 
and proceed to put the local bank out of business.—Ex- 
tracts, see 2, p. 107. 
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Banker’s Discuss McFadden Bill 


Pro 
J. A. McDonnei 

President, First National Bank, and President, First 

National Trust and Savings Bank, Pasadena, Calif. 
HERE are two contingencies which the thoughtful 
American cannot contemplate with confidence: One 
is, that all unit banks, both State and national, shall dis- 
appear from the cities and towns of the United States; 
and the other, that the Federal Reserve System shall 
succumb to private ownership, and that ultimately of a 
monopolistic nature. Nothing, however, is more certain, 
in my opinion, than that both of these calamitous results 
will follow unless, before the evil has gone too far, a halt 
is called to the encroachment of State-wide branch bank- 
ing, which leads as surely and inevitably to country-wide 

branch banking as the rivers do to the sea. 4 

For the logic which proposes and defends State-wide 
branch banking as a desideratum, can demonstrate in 
like manner the advantage of obliterating State lines. 
The two are the same in essence; and if one is desirable, 
the other is a corollary. Once concede that a single 
banking corporation can adequately satisfy the needs of 
a State the size of California, and it is merely a step to 
the assumption that one privately owned central bank 
may, with all its ramifications control the financial des- 
tinies of every depositor in the United States. 

A serious student of the purpose of the McFadden bill 
in general, and of section 9 in particular, will realize that 
something more basic than the preservation of national 
banks is bound up in the proposed enactment. For let 
me admit that were its object merely to succor unit banks, 
whether State or national, for the sake of the banks them- 
selves, there would be but little merit in legislating. 
What is at stake, is the achievement and preservation of 
the best possible system of banking for our whole people; 
so that the business of the country may be conducted in 
the most advantageous manner. 

Whatever were the faults in our banking practice prior 
to 1913, nevertheless the individuality, the sturdiness, the 
independence and the democracy of the unit system hold 
a regard so inherent in the American mind that our peo- 
ple will not lightly let it go, especially now that it has 
been given facility on the one hand and safety on the 
other, through the medium of the Federal Reserve Act. 

The unit bank idea is not submerged by the provision 
of this bill, which allows branches within the confines of 
a municipality. Rather, I should say, is this provision 
the very salvation of the unit conception. Here is the 
fair limit. Here lies the point where it may be said 
that a change in principle takes place between the bank 
that merely wishes to offer greater convenience to its 
customers, by rendering itself easier of access within its 
own community—and therefore establishes extra offices 
or branches—in effect, more tellers’ windows—and the 
bank that for its own ends, goes far afield into the terri- 
tories of others, reaping where it has not sown. 

Elimination of competing banks is not the only evil 
that follows the monopolistic tendency [of State-wide 
branch banking]. There is a proneness, also to stifle 
competition among customers, loans being considered 
safer and valued clients in any given line more assured 
in the conduct of their business, if they are not exposed 
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Joun S. Drum 
President, Mercantile Trust Co., San Francisco, Calif. 
HE McFadden-Pepper bill is an attempt to produce 
parity between national and State banks by two 
separate and independent banking policies, the one a step 
forward and the other a step backward. 

(a) The forward step consists of amendments to the 
national bank act that seek to modernize that act and 
to give additional powers to national banks. 

(b) The backward step consists of an amendment to 
the Federal Reserve Act that restricts State banks that 
are members of the Federal Reserve System in the exer- 
cise of banking power specifically conferred upon them 
by their own States. This is an invasion of State rights 
contrary to the express guaranties of Congress to which 
every State bank, whether a member of the Federal Re- 
serve System or not, should strenuously object. 

In proposing to enact the McFadden-Pepper bill, Con- 
gress is saying to all the State banks in the country: 

“We established the Federal Reserve System to create 
a national reservoir of credit. We recognized that if the 
Federal Reserve System were to be of greatest possible 
service to the country, it was necessary not only that 
membership in the system be open to national banks and 
State banks alike, but that both types of banks should 
actually join, so that the system should have back of it 
the full strength of all the banks of the entire country. 
We recognized that both groups of banks should be ad- 
mitted to membership on a basis of absolute equality; 
—_ should be protected in its own charter and statutory 
rights. 

“Membership was made compulsory for national banks, 
but we could not compel State banks to join the system. 
Some of them were slow to come in; they wanted to be 
assured that if they joined they would lose none of the 
rights and powers conferred by their State charters and 
statutes. 

“We wanted you State banks to come in, and members 
of the Federal Reserve Board solemnly promised you that, 
beyond such legitimate regulations as were necessary to 
insure proper safety and security, the board would not 
in any way interfere with State bank members of the 
system in the exercise of their charter and statutory rights 
and privileges. 

“We in Congress went further than that. We wanted 
to write into the laws the assurances of the Federal Re- 
serve Board. Accordingly, in 1917, we enacted an amend- 
ment to the Federal Reserve Act. 

“We claim that we are still standing back of those guar- 
anties, and we are still trying to have State banks enter 
the Federal Reserve System. But this is our problem: 
We are told that national banks have fallen behind in 
competition with State banks, and that the reason for 
this is the more advanced and progressive legislation that 
the States have enacted to enable their people to receive 
full and proper financial assistance in their economic de- 
velopment. It is represented to us, further, that unless 
we broaden the powers of the national banks they cannot 
successfully compete with State systems, and the national 
banking system will be destroyed. 

“In response to these representations we are now willing 

Continued on next page 
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to unnecessary competition. The aggressive new com- 
petitor in mercantile or other pursuits, who proceeds in 
typical American fashion to strive for his share of what 
the community has to offer, is apt to be viewed askance, 
as likely to upset present satisfactory arrangements. In 
other words, banking monopoly breeds collateral monopo- 
lies in business. 

Reduced to an epitome, the argument of the branch 
bankers in so far as it affects the Federal Reserve System, 
constitutes a threat. Permit me, as a director of the 
Federal reserve bank in San Francisco, who has watched 
bank operations in the twelfth (Federal reserve) district 
with special reference to this question, to express with 
all the emphasis I may my conviction that the said sys- 
tem has nothing whatever to fear in this threat. 

There are five banks which belong to the Federal Re- 
serve System in California, and which do a branch bank 
business outside the immediate territory of the head 
office. Much has been made of the amount of strength 
which these contribute; and conversely, what the dire 
effects would be of withdrawal. 

Two statements may be made with the utmost con- 
fidence— 

First. These banks will not, and, possibly with one 
exception, cannot, afford to leave the Federal Reserve 
System. 

Second. Nothing would happen to the system if they 
should do so. 

There have been and always will be very direct bene- 
fits accruing to any bank that is able to say it is a mem- 
ber of the Federal Reserve System. Even apart from 
the strong probabilities of existence is their guaranty 
against general emergency, the guaranty of public con- 
fidence and stability. 

It is contended that, as a condition of their entrance, 
the State banks demanded and received assurance from 
the Federal Reserve Board that their statutory rights 
and privileges should be retained. 

One of these rights was, they say, State-wide branch 
banking activity. This point has been the subject of 
lengthy discussion. But suffice it to say that, if there is 
to be any cohesion in our United States system of banking, 
there must inevitably be some prerogative in Congress 
to legislate as to the methods under which 48 different 
State systems of banking may be made to coalesce, at 
least to the extent that radical iniquities shall not per- 
meate the whole National fabric, just because some 
State has permitted them. Congress must, indeed, choose 
between the acceptance of branch banking throughout 
the whole country, and the upsetting of the calculations 
of half a dozen men in California, who, having no legal 
standing for their objection to the McFadden bill, have 
trumped up this ridiculous charge of bad faith. Their 
remedy lies in their own hands. If they think more of 
the still further extension of their branch activities than 
they do of their membership in the Federal Reserve Sys- 
tem they have an alternative, which National banks have 
not. Let them leave the system. 

While the present proportion of branch bank deposit 
and membership in the twelfth Federal reserve district 
is not such that any serious dislocation would follow 
Continued on page 106 
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to modernize the national bank act to some extent, but 
we are not willing to go as far as some of the States have 
found it desirable to go in serving the needs of sound 
economic progress. 


“You State banks make the claim that Congress has 
no right to interfere in matters of State policy. True 
enough. But we are not trying to make you do anything. 
We are simply putting it up to you: Either you can give 
up rights and privileges conferred by your own States— 
even though by compelling you to do so we virtually with- 
draw, to that extent at least, the guaranties contained in 
the amendment of 1917—and continue as members of the 
Federal Reserve System; or, if you don’t care to comply 
with our new law and are unwilling to forego rights and 
privileges conferred by your own States, you can retire 
from the system. 


“In short, we gave you certain assurances to get you 
to join the Federal Reserve System, and you did join. 
Now we are going to take back our promises—withdraw 
our guaranties in certain respects—and you can either 
submit to our new rules and stay in, or you can refuse to 
accept our new rules and get out. We are not trying to 
force you, either way.” 

To this the State banks reply: 


“You have no right nor power to attempt by indirec- 
tion what the Constitution of the United States prevents 
you from doing directly. You are invading the rights of 
the States and seeking to legislate for them by limiting 
or changing their own legislative acts. You are attempt- 
ing to attain by pressure an end that you cannot lawfully 
attain by legislation. 

“We do not care to be put to the choice of your alter- 
native. We came into the Federal Reserve System by ex- 
press invitation and on the strength of the guaranties 
contained in your amendment of 1917. When you in- 
vited us to come in we operated under the same charters 
and statutes that we have in our States today; we pos- 
sessed the same powers as we have now. You knew what 
those powers were; your Federal Reserve Board, at the 
time we became members, had no objection to our exer- 
cising those powers, and you were glad to receive us as 
members. 

“We have complied at all times with all the provisions 
of the Federal Reserve Act and with all the rules and 
regulations of the Federal Reserve Board. You have 
never raised any question as to the safety or security of 
our banks, or as to the broad public service that we are 
rendering in our dual capacity as members of the Federal 
Reserve System and as State banks. 

“We say further: 

“State banks with assets of more than $13,000,000,000, 
representing more than one-third of the strength of the 
Federal Reserve System, have joined in reliance upon 
your promises not to interfere with their charter and 
statutory rights and powers. The State banks of the 
country can by joining add billions more, and every dol- 
lar so added will accelerate and strengthen the growth of 
the country. Are you willing, because you do not care 
at this time to give to national banks the banking powers 
possesse’ by State banks in certain States, to use your 
legislative power in such a way that State banks, whose 
Continued on page 106 
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The White House 


Eprror’s Note: In the October, 1925 number, Tue Concressionat Dicesr inaugurated a new department. This de- 
partment will report each month the outstanding public matters which have had the attention of the President during 
the preceding month. Such public matters will include appointments made by the President, addresses delivered by the 
President, executive orders, and proclamations issued by the President, etc. In the January, 1924 number of Tue Con- 


cressionat Dicest, the Hon. Wm. Tyler Page, Clerk of the House of Representatives, U. S 


Congress, fully described the 


position of the Executive under the Constitution. The July-August, 1924 number of Tus ConcressionaL Dicest was 
devoted to a detailed account of the early and present system of election of the President, together with an article on the 


Powers and Duties of the President under the Constitution. 





The President's Calendar 
For the Period February 1 to 27, 1926 


Legislation Approved: 

Feb. 1—Joint resolution (H. J. Res. 107) authorizing 
$50,000 for the expenses of U. S. participation in the 
work of the preparatory commission called by the League 
of Nations to meet at Geneva, Switzerland, in 1926, for 
the purpose of making preliminary studies, etc., for a 
conference on the reduction and limitation of armaments. 
Public Res. No. 5. 

Feb. 5—Bill (S. 780) to increase limit of property 
holdings of Daughters of the American Revolution. Pub- 
lic Law No. 6. 

Feb. 6—Bill (S. 1478) to transfer title and jurisdiction 
of right of way of Dixie Highway to State of Kentucky. 
Public Law No. 7. 

Feb. 19—Bill (H. R. 183) for payment of per capita 
payment of $100 to Chippewa Indian Tribe of Minnesota. 
Public Law No. 16. 

Feb. 20—Bill (S. 2464) to amend section 95 of the 
Judicial Code to change terms of district court at Con- 
cord and Littleton, and abolish term at Portsmouth, N. H. 
Public Law No. 17. 

Feb. 25—Bill (S. 1493) to provide for the inspection 
of battlefields in and around Appomattox Court House, 
Va. Public Law No. 19. 

Feb. 26—The revenue bill (H. R. 1) to reduce and 
equalize taxation, to provide revenue, etc. Public Law 


No. 20. 


Address: 


Feb. 22—Address of the President before the Depart- 
ment of Superintendence of the National Education Asso- 
ciation, at Washington, D. C 


Appointments and Resignations: 


Feb. 9—The President appointed Bernard M. Baruch 
to be a member of the Commission for the celebration in 
1932 of the two hundredth anniversary of George Wash- 
ington’s birth. Mr. Baruch succeeds the late Frank A. 
Munsey. 

Feb. 23—Bert E. Haney, of Oregon, Democratic mem- 
ber of the Shipping Board submitted his resignation to 
the President effective March 1, 1926. Resignation ac- 
cepted March 1. 


aR sree Sapna ee: Bn eey 
tae Na : 


Important Executive Civilian Nominations Confirmed by 
the Senate: 


Diplomatic Service 


Feb. 23—John Dyneley Prince to be envoy extraor- 
dinary and minister plenipotentiary of the United States 
of America to the Kingdom of the Serbs, Croats, and 
Slovenes. 

Feb. 23—H. Percival Dodge to be envoy extraordinary 
and minister plenipotentiary of the United States of 
America to Denmark. 


State Department 


Feb. 6—Green H. Hackworth to be Solicitor of Depart- 
ment of State. 


Department of Commerce 


Feb. 15—Millard John Moore to be Assistant Com- 
missioner of Patents. 


Judiciary 

Feb. 16—Gudbrand J. Lomen to be district judge, sec- 
ond division, district of Alaska. 

Feb. 18—Antonio M. Perry to be chief justice, Supreme 
Court, Territory of Hawaii. 

Feb. 18—James J. Banks to be associate justice, Su- 
preme Court, Territory of Hawaii. 

Feb. 18—Frank Andrade to be first judge, circuit court, 
first circuit, Territory of Hawaii. 

Feb. 18—Charles F. Parsons to be second judge, cir- 
cuit court, first circuit, Territory of Hawaii. 

Feb. 18—Homer L. Ross to be circuit judge, fourth 
circuit, Territory of Hawaii. 

Feb. 23—Edward King Massee to be third judge, cir- 
cuit court, first circuit, Territory of Hawaii. 

Feb. 23—James Wesley Thompson to be circuit judge, 
third circuit, Territory of Hawaii. 


Tacna-Arica Plebiscite Commission: 

Feb. 25—President Coolidge affirmed rulings of the 
Tacna-Arica plebiscitary commission on all points in- 
volved in pending appeals by Chile and Peru involving 
registration and voting regulations. . 
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The Supreme Court of the United States 


Eprror’s Nore: This department of Tae Concresstonat Dicest began with Vol. 3, No. 1, and is devoted to a brief non-technical 
review of current decisions of the U. S. Supreme Court which are of general public interest. The June, 1923, number of Tue Con- 
GRESSIONAL Dicest printed the provisions of the Constitution of the United States upon which the Judicial Branch of our Federal Gov- 
ernment rests. This number contained an account of the U. S. Supreme Court and the system of inferior federal courts, the relation 
of the Judicial Branch to the Legislative and Executive Branches of the Federal Government, and the relation between the Federal 
Judiciary and the States. The U. S. Supreme Court, its present procedure and work, were also described. 

The Court adjourned on Monday, February 1, 1926, to meet March 1, 1926. 


Tue Octoser, 1925 Term 
October, 1925—June, 1926 


State’s Title to Bed of Mud Lake, Mo., Upheld 


The Case—No. 47. The United States of America Appel- 
lant vs. Holt State Bank, et al. Appeal from U. S. Circuit 
Court of Appeals for Eighth Circuit. 

The Decision—The decree of the lower court was af- 
firmed. 

The opinion of the Court was delivered by Mr. Justice 
Van Devanter February 1, 1926, and is in part as follows: 

This is a bill in equity by the United States to quiet in 
it the title to the bed of Mud Lake—now drained and un- 
covered—in Marshall County, Minnesota, and to enjoin the 
defendants from asserting any claim thereto. After answer 
and a hearing the District Court entered a decree dismissing 
the bill on the merits. The United States appealed to the 
Circuit Court of Appeals, where the decree was affirmed, 294 
— 161, and then by a further appeal brought the case 

ere. 

Mud Lake in within what formerly was known as the 
Red Lake Indian Reservation, and was occupied by certain 
bands of the Chippewas of Minnesota. Most of the reserva- 
tion, including the part in the vicinity of Mud Lake, was 
relinquished and ceded by the Chippewas conformably to 
the Act of January 14, 1889, C. 24, 25 Stat. 642, for the 
purposes and on the terms stated in that Act. It provided 
that the lands when ceded should be surveyed, and disposed 
of in designated modes; and that the net proceeds of all 
should be put into an interest-bearing trust fund for the 
Chippewas. 

The defendants insist that the lake in its natural condi- 
tion was navigable, that the State on being admitted into 
the Union became the owner of its bed, and that under the 
laws of the State the defendants as owners of the surround- 
ing tracts have succeeded to the right of the State. On the 
other hand, the United States insists that the lake never 
was more than a mere marsh, that the State never acquired 
any right to it, and that the United States is entitled and in 
duty bound to dispose of it under the Act of 1889 for the 
benefit of the Chippewas. 

Both courts below resolved these contentions in favor of 
the defendants; and whether they erred in this is the mat- 
ter for decision here. 

It is settled law in this country that lands underlying 
navigable waters within a State belong to the State in its 
sovereign capacity and may be used and disposed of as it 
may elect, subject to the paramount power of Congress to 


control such waters for the purposes of navigation in com- 
merce among the States and with nations, and subject to the 
qualification that where the United States, after acquiring 
the territory and before the creation of the State, has 
granted rights in such lands by way of performing interna- 
tional obligations, or effecting the use or improvement of the 
lands for the purposes of commerce among the States and 
with foreign nations, or carrying out other public purposes 
appropriate to the objects for which the territory was held, 
such rights are not cut off by the subsequent creation of 
the State, but remain unimpaired, and the rights which 
otherwise would pass to the State in virtue of its admission 
into the Union are restricted or qualified accordingly. * * * 
But, the United States early adopted and constantly has 
adhered to the policy of regarding lands under navigable 
waters in acquired territory, while under its sole dominion, 
as held for the ultimate benefit of future States, and so has 
refrained from making any disposal thereof, save in excep- 
tional instances when impelled to particular disposals by 
some international duty or public exigency. 

The State of Minnesota was admitted into the Union in 
1858, and under the constitutional principle of equality 
among the several States the title to the bed of Mud Lake 
then passed to the State, if the lake was navigable, and if 
pa had not already been disposed of by the United 

Our conclusion is that the evidence requires a finding 
that the lake was navigable. 

We come then to the question whether the lands under 
the lake were disposed of by the United States before Min- 
nesota became a State. An affirmative disposal is not as- 
serted, but only that the lake, and therefore the lands under 
it, was within the limits of the Red Lake Reservation when 
the State was admitted. The existence of the reservation is 
conceded, but that it operated as a disposal of lands under- 
lying navigable waters within its limits is disputed. We 
are of opinior. tiiat the reservation was not intended to ef- 
fect such a ¢isposal and that there was none. 

We cunclude that the State on its admission into the 
Union becaime the owner of the bed of the lake. It is con- 
ceded that, if the bed thus passed to the State, the defend- 
ants have succeeded to the State’s right therein; and the 
decisions and statutes of the State brought to our attention 
show that the concession is rightly made——Extracts. 


Missouri Drainage Laws Held Constitutional 


The Case—No. 152. Charles D. Cole, Mary Cole, Herman 
Noelker, et al., Appellants, vs. Norborne Land Drainage 
District of Carroll Co., Mo., H. H. Franklin, L. Williams, 
et al. Appeal from U. S. District Court for Western District 
of Missouri. 

The Decision—The decree of the lower court was affirmed. 

The opinion of the Court was delivered by Mr. Justice 
Holmes February 1, 1926, and is in part as follows: 

This is a bill to restrain the collection of a tax and entry 
upon the plaintiffs’ lands in pursuance of a plan of drainage 
established in the mode provided by the laws of Missouri. 


The grounds on which relief is sought are that section 40 
of the Drainage Laws of 1913, under which the plaintiffs’ 
lands were brought into the drainage district, is contrary 
to the Fourteenth Amendment, and that the inclusion of their 
lands was an arbitrary exercise of power for the purpose of 
making the plaintiffs pay for benefits that they did not share. 
The District Court found that there was no arbitrary exer- 
cise of power, but only a decision upon disputable questions 
of benefit with regard to land. 


Continued on page 105 
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Recent Government Publications of General Interest 


The following publications issued by various departments of the Government may be obtained from the Superintendent of 
uments, Government Printing Office, Washington, D.C. 


AGRICULTURE 


American Fruit and Produce Auctions—by Admer D. Miller and 
Charles W. Hauck. (Department of Agriculture Bulletin No. 1362). 
Price, 5 cents. Development of fruit and produce auctions, ownership 
and control of auction companies, extent and growth of auction busi- 
ness, sources of supply, essential points of auction law, with sum- 
mary, and bibliography. j . 

Cold Storage of Florida Grapefruit—by Lon A. Hawkins and Wil- 
liam R. Barger. (Department of Agriculture Bulletin No. 1368). 
Price, 5 cents. Covers experimental work and general discussion. 

Effectiveness Against the San Jose Scale of the Dry Substitutes for 
Liquid Lime-Sulphur—by W. S. Abbot and others. (Department of 
Agriculture Bulletin No. 1371). Price, 5 cents. Records taken, per- 
centagre of control, etc., with general summary and literature cited. 

Exports and Imports of Agricultural Products—by G. B. L. Arner 
and others. (Separate from Yearbook 1924, No. 9il). Price, 10 
cents. Agricultural exports, shipments of agricultural products to 
Alaska, Hawaii and Porto Rico; agricultural imports, shipments of 
agricultural products to the United States from Alaska, Hawaii and 
Porto Rico, etc. 

An ‘Extension Program in Home Management and Farm Manage- 
ment for the Western States, with reports of Standing Regional Com- 
mittees on Range Livestock, Dairying, Farm Crops, and Human 
Nutrition, by W. A. Lloyd. (Department of Agriculture Circular No. 
375). Price, 5 cents. Covers report of committee on range livestock, 
dairying, and farm crops, etc. 

Farm Animals and their Products, by W. F. Callander and others. 
(Department of Agriculture. Separate from Yearbook 1924, No. 909.) 
Price, 20 cents. Covers cattle and calves, beef and veal, dairy prod- 
ucts, milk, butter, cheese, poultry, eggs, etc. 

Farm Credit, Farm Insurance and Farm Taxation—by Nils A. 
Olsen and others. (Department of Agriculture. Separate from 
Yearbook 1924, No. 915). Price, 15 cents. Covers farm czpital and 
farm credit, classes of farm credit, long-term credit, short-term credit, 
fire insurance and the farmers’ problem under the general property 
tax, etc. 

Foot-Rot Diseases of Wheat in America, by Harold H. McKinney. 
(Department of Agriculture. Bulletin No. 1347.) Price, 10 cents. 
An unidentified foot-rot found in the Pacific Coast States, other foot- 
rot, with discussion, and literature cited. 

Grains—by W. F. Callander and others. (Department of Agricul- 
ture. Separate from Yearbook 1924, No. 907). Price, 15 cents. 
Wheat, rye, corn, oats, barley, flax and flaxseed, linseed oil, rice, buck- 
wheat and sorghums. 

Hay—by C. V. Piper and others. (Department of Agriculture. 
Separate from Yearbook 1924, No. 916). Price, 20 cents. Charac- 
teristics of a good hay plant, factors governing hay production, hay- 
making, measuring hay in the stack, marketing hay and cost of pro- 
ducing hay, etc. 

The Productiveness of Successive Generations of Self-Fertilized 
Lines of Corn and of Crosses Between Them—by Frederick D. 
Richey and L. S. Mayer. (Department of Agriculture Bulletin No. 
1354). Price, 10 cents. 

Tests of Barley Varieties in America, by H. V. Harlan, M. L. Mar- 
tini, and Merritt N. Pope. (Department of Agriculture. Bulletin 
No. 1334.) Price, 30 cents. Barley growing in America, preparation 
of material, discussion of station yields, regional adaptation of va- 
rieties, etc. 

Weather and Agriculture—by A. J. Henry and others. (Depart- 
ment of Agriculture. Separate from Yearbook 1924, No. 918). Price, 
20 cents. Development of agricultural education, control of weather 
by cyclones and anticyclones, temperature and vegetation, the world’s 
future food supply, sunshine and light, livestock and the weather, 
marketing, forests and the weather, etc. 

The Year in Agriculture—by W. M. Jardine. (Department of 
Agriculture. Separate from Yearbook 1925, No. 919). Price, 15 
cents. Economic problems of agriculture, legislation, the Department 
of Agriculture: general administration, economic research and ad- 
ministration, animal husbandry and plant industry investigation, scien- 
tific and extension work, the national forests, etc. 


BROAD-SILK INDUSTRY 
Broad-Silk Manufacture and the Tariff. Price, 60 cents. Sum- 
mary of report, historical survey of the development of the domestic 
industry, equipment and methods of production, labor, tariff history, 
etc., with list of tables, charts and appendices. 


BUILDING PERMITS 
Building Permits in the Principal Cities of the United States in 
1924. (Labor Bureau Bulletin No. 397.) Price, 15 cents. Explana- 
tion of general table, etc. 


CENSUS 


Fourteenth Census of the United States, State Compendium, Rhode 
Island. Price, 15 cents. Statistics of population, occupations, agri- 
culture, manufactures and mines and quarries, for the State counties 
and cities. 


COAL RESOURCES—NEW MEXICO 


Geology and Coal Resources of the Gallup-Zuni Basin, New Mexico 
by Julian D. Sears. (Geological Survey Bulletin No. 767.) Price, 50 
cents. Geography, geology, coal in the Gallup district, coal in the 
Zuni Indian Reservation, and other economic resources of the Gallup- 
Zuni Basin, with index. 

COPPER 

Chemistry of Deposition of Native Copper from Ascending Solu- 
tions, by Roger C. Wells. (Geological Survey Bulletin No. 778.) 
Price, 15 cents. Covers chemical possibilities relating to the existence 


of copper at depth, transportation of copper, precipitation of copper, 
etc., with experiments, and index. 


EDUCATION 


Agricultural Education—by George A. Works. (Education Bureau 
Bulletin No. 32, 1925). Price, 5 cents. Agriculture in elementary 
schools, etc. 

Constructive Tendencies in Rural Education—by Katherine M. 
Cook. (Education Bureau Bulletin No. 25, 1925.) Price, 5 cents. 
Tendencies to equitable school support, improving of the teaching 
staff, supervision, etc. 

Cycles of Garden Life and Plant Life, by Florence C. Fox. Educa- 
tion Bureau Bulletin No. 15, 1925.) Price, 25 cents. A series of projects 
in nature study for elementary schools. 

Educational Boards and Foundations, 1922-24, by Henry R. Evans. 
(Education Bureau Bulletin No. 34, 1925.) Price, 5 cents. General 
education board, Rockefeller Foundation, Carnegie Corporation of New 
York, Jeanes fund, American Field Service fellowships for French 
universities, etc. 

Health and Physique of School Children, by James Frederick 
Rogers. (Education Bureau Bulletin No. 21, 1925.) Price, 10 cents. 
School housing, playgrounds, medical inspection, dental work, nutrition, 
physical training, safety and first aid, teacher training, parent-teacher 
organizations, legislation, and school health agencies. 

Land-Grant College Education, 1910-1920: Part V, Home Economics, 
by Walton C. John. (Education Bureau Bulletin No. 29, 1925.) Price, 
15 cents. Survey of home economics education in land-grant colleges, 
development of the home-economics field, child welfare, foods and 
nutrition, housing and design, etc., with index. 

Progress and Prospect in School Health Work—by James Frederick 
Rogers, M. D., and Frank M. Phillips. (School Health Studies No. 
10.) Price, $ cents. Covers cities having a population of 100,000 or 
more, supervision of health work, personnel, health examinations, phys- 
ical education, health education, expense of health work, with com- 
ments, etc. 

Statistics of Land-Grant Colleges, Year Ended June 30, 1923—by 
Walter J. Greenleaf. (Education Bureau Bulletin No. 19, 1925.) Price, 
10 cents. Institutions attended primarily or exclusively by white 
students, institutions exclusively for colored students. 

Statistics of Private High Schools and Academies, 1923-24, by Frank 
M. Phillips. (Education Bureau Bulletin No. 23, 1925.) Price, 5 cents. 


ELECTRICAL RESISTANTS 
Dielectric Constant, Power Factor and Resistivity of Rubber and 
Gutta-Percha, by H. L. Curtis and A. T. McPherson. (Bureau of 
Standards Technologic Papers No. 299.) Price, 20 cents. Methods of 
measurement, effect of frequency, temperature, and pressure on elec- 


trical constants, preparation of specimens and their adaptation to 
electrical measurements, etc. 


FOREIGN MARKETS 


Argentine Markets for United States M. A. Phoebus. 


Goods—by 
(Department of Commerce Trade Information Bulletin No. 384.) 
Price, 10 cents. Covers general survey, domestic manufacturing in- 
dustries, Argentine import requirements, fuel, iron and steel products, 
paints and varnishes, and textiles, etc. 
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Machinery Markets of Brazil—by M. A. Cremer. (Department of 
Commerce. Trade Information Bulletin No. 383.) Price, 10 cents. 
Industrial development, mining activity, probable development of the 
market, factors influencing sales, foreign competition, credit and con- 
signment, etc. 

Selling in Brazil, by M. A. Cremer. (Department of Commerce. 
Trade Information Bulletin No. 379.) Price, 10 cents. Brazil as a 
market for American goods, marketing centers, trade of principal ports, 
factors affecting business, financing the sale, etc. 


FOREST FIRES 
Weather Conditions and Forest Fires in California, by S. B. Show 
and E. I. Kotok. (Department of Agriculture Circular 354.) Price, 
5 cents. Covers the problem, summary of previous investigations, 
date employed in present study, regional influence of humidity and 
wind velocity on spread of fire, limitations in use of evaporation as a 
measure of fire conditions, etc. 


FORESTRY AND FOREST PRODUCTS 
Foresty and Forest Products—by W. F. Callender, and others. (De- 
partment of Agriculture. Separate from Yearbook 1924, No. 910.) 
Price, 5 cents. Forest areas, State forestry appropriations, forest 
planting, forest fires, grazing in national forests, lath and shingles, 
lumber used in manufactures, lumber prices, cooperage crossties, poles, 
paper, and rubber, etc. 


GAME 
Trapping Ducks for Banding—by Frederick C. Lincoln. (Department 
of Agriculture Circular No. 362.) Price, 5 cents. Traps, bait, handling 
captured birds, bands, records, etc. 


GAS ANALYSIS 
The Bureau of Mines Orsat Apparatus for Gas Analysis, by A. C 
Fieldner, and others. (Mines Bureau Technical Paper No. 320.) 
Price, 5 cents. Factors that may affect the accuracy of analysis, 
notes on operation of Orsat apparatus, etc., with publications on Orsat 
apparatus. 


HOME OWNERSHIP 
How to Own Your Home, A Handbook for Prospective Home Own- 
ers—by John M. Gries and James S. Taylor. (Department of Agri- 
culture.) Price, 5 cents. Percentage of home ownership, how much to 
pay for a home, written agreements, financing, general property con- 
siderations, building a house, buying a house, and maintenance costs 
and expenses of home ownership. 


INTERSTATE COMMERCE COMMISSION REPORTS 


Interstate Commerce Commission Reports Volume 93, Decisions of 
the Interstate Commerce Commission of the United States. October- 
December, 1924. Price, $2.25. Members of the commission, table of 
cases reported, table of cases cited, opinions of the commission, table of 
commodities, and table of localities, etc., with index digest. 

Irrigation Requirements of the Arable lands of the Great Basin, 
by Samuel Fortier. (Department Agriculture Bulletin No. 1340.) 
Price, 10 cents. General character of soils of Great Basin, climatic 
conditions, water supply, time of irrigation, conditions influencing 
quantity of water required for irrigation, etc. 


LABOR 

Labor Relations in the Lace and Lace-Curtain Industries in the 
United States, by Gladys Louise Palmer. (Labor Bureau Bulletin 
No. 399.) Price, 15 cents. Rise of machine-made lace industry in 
Europe, lace and lace-curtain industries in the United States, price 
list, and development of collective bargaining, etc., with conclusion. 
bibliography, and appendix. 

Trade Agreements, 1923 and 1924—compiled by Edson L. Whitney. 
(Labor Bureau Bulletin No. 393). Price, 15 cents. General provisions 
of agreements, actors, automobile workers, bakers, clerks, hotel and 
restaurant employees, and printing trades, etc. 

Wages and Hours of Labor in Metalliferous Mines, 1924. (Labor 
Bureau Bulletin No. 394). Price, 10 cents. Occupations, etc., with 
general tables. 

MEAT INDUSTRY 

Food Animals and Meat Consumption in the United States—by John 
Roberts. (Department of Agriculture Circular No. 241, reprint). Price, 
5 cents. Trend of population and livestock, 1850-1925, monthly ratios 
of births and slaughter of food animals, meat prod :..ion, consumption, 
and foreign trade, etc. 


MINES AND MINING 
Sampling and Examination of Mines Gases & Natural Gas—by 
George A. Burrell and Frank M. Seibert. (Mines Bureau Bulletin No. 
197). Price, 25 cents. Collection of samples of mine gases, determina- 
tion of moisture, analysis of mine atmosphere, gas detector, detection 


of carbon monoxide in mines, apparatus for analyzing natural gas, 
etc., with summary, index, and illustrations. 

Garnet, Its Mining, Milling, and Utilization—-by W. M. Myers and 
C. O. Anderson. (Mines Bureau Bulletin No. 256). Price, 15 cents. 
Description of mines and mills, deposits in foreign countries, specifica- 
tions and tests, future development of the industry, manufacturers of 
abrasive garnet products, with selected bibliography, index, and illus- 


trations. 
PAPER FILLERS 

A Comparative Study of Paper Fillers—by Merle B. Shaw, and 
George W. Bicking. (Standards Bureau Technologic Paper No 301). 
Price, 10 cents. General characteristics, description of materials used, 
paper-making equipment used, tabulation and discussion of test re- 
sults, with summary and conclusions. 

POULTRY 

Capons and Caponizing, by Rob R. Slocum. (Farmers’ Bulletin No. 
849, reprint.) Price, 5 cents. Selection of breeds, time to caponize, 
caponizing instruments, the operation of caponizing, care of fowls 
after the operation, feeding capons, killing and dressing capons for 
market, and profits. 


PRESIDENT OF THE UNITED STATES 

Message of the President of the United States Transmitting the 
Budget, for the Service of the Fiscal Year Ending June 30, 1927. 
Price, $2.00. Chart presentation of estimates of appropriations, re- 
ceipts and expenditures, for fiscal year 1927. 

PUBLIC HEALTH 

A Demonstration at Tarboro, North Carolina, of a System for 
Sanitary Control of Milk Supplies of Towns and Small Cities, with 
Special Reference to Operation of a Municipal Pasteurizing Plant, 
by K. E. Miller. (Department of Treasury. Public Health Bureau 
Reprint, No. 1049.) Price, 5 cents. 

RADIO 

Radio-Frequency Resistance and Inductance of Coils Used in 
Broadcast Reception, by August Hund and H. B. DeGrott. (Stand- 
ards Bureau Technologic Paper No. 298.) Price, 10 cents. Covers 
procedure, description of test samples, and results with summary. 


RETAIL PRICES 


Retail Prices, 1890 to 1924. (Labor Bureau Bulletin No. 396.) 
Price, 30 cents. Covers food, coal, gas, electricity, with appendices. 
STANDARDIZATION 
United States Master Specification No. 295, for Asphalt-Saturated 
Rag Felt for Flashings. (Standards Bureau Circular No. 286). Price, 
5 cents. Type, material, method of inspection and testing, packing and 

marking, with additional information and general specifications. 

United States Government Master Specification No. 44b, for Divers’ 
Hose. (Standards Bureau Circular No. 289). Price, 5 cents. Grade 
and types, material and workmanship, inspection and sampling pack- 
ing and marking, with additional information and general specifications. 

United States Master Specification No. 48b, for Water and Wash 
Deck Hose. (Standards Bureau Circular No. 291). Price, 5 cents. 
Grades, material and workmanship, inspection and smapling, packing 
and marking, with additional information and general specifications. 

TRADE AGREEMENTS 

Trade Agreements, 1923 and 1924. (Labor Bureau Bulletin No. 
393.) Price, 15 cents. Devoted entirely to agreements between em- 
ployers and employees. During the years 1923 and 1924 the Bureau 
received about four thousand agreements, of which about 175 appear in 


this bulletin. 
TRAVEL—SOUTH AMERICA 


Travel Routes and Costs in South America, by Rollo S. Smith. 
(Trade Information Series No. 381.) Price, 10 cents. Covers sug- 


sted itinerary. 
. TURKEY 

Turkey, a Commercial and Industrial Handbook—by G. Bie Ravndal. 
(Trade Promotion Series No. 28). Price, 75 cents. Geography, social 
conditions, modern cultural activities, public health and social wel- 
fare, government, minerals and mining, public financing, banking, etc., 
with appendices, with illustrations and maps. 


U. S. ATTORNEY GENERAL—ANNUAL REPORT 

Annual Report of the Attorney General of the United States, for the 
fiscal Year, 1925. Price, 50 cents. Report of the Solicitor General, 
office of the Assistant to the Attorney General, division of taxation, 
prohibition, and prisons, bureau of the defense of suits against the 
United States in the Court of Claims and the district courts, public 
lands division, and criminal division, etc. 

Continued on page 106 
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Congress Day by Day—continued from p. 78 


Thursday, February 18, 1926 
SENATE: 


Adopted a motion by Mr. Phipps, Colo., R., to reconsider 
the bill (H. R. 4785) to enable the Rock Creek and Potomac 
Parkway Commission to acquire certain lands in the District. 

Mr. Cummins, from the Committee on the Judiciary, pre- 
sented the minority views (Report, No. 177, Pt. 2, Pt. 3) in 
the matter of the Aluminum Co. of America case. Mr. 
Walsh, Mont., D., spoke on the majority report. 

Passed the resolution (H. J. Res. 153) providing for the 
national sesquicentennial celebration at Philadelphia. 

An executive session was held. 

Adjourned until Monday, February 22. 

HOUSE: 

Resumed consideration of the independent offices appro- 

priation bill (H. R. 9341). 


Adjourned. 
Friday, February 19, 1926 

SENATE: 

Not in session. 
HOUSE: 

Continued consideration of the independent offices appro- 
priation bill (H. R. 9341). 

Adjourned. 


Saturday, February 20, 1926 
SENATE: 


Not in session. 
HOUSE: 

Continued consideration of the independent offices appro- 
priation bill (H. R. 9341). 

Mr. Wheeler, Ill., R., and Mr. Arnold, Ill., D., urged agri- 
cultural relief legislation. 

Mr. Wood, Ind., R., presented the conference report on the 
urgent deficiencies appropriation bill (H. R. 8722). 


Monday, February 22, 1926 
SENATE: 
Mr. Bingham, Conn., R., read Washington’s Farewell Ad- 


Ss. 

Considered bills on the Calendar and passed a number of 
measures. 

Adjourned. 
HOUSE: 

Mr. Rankin, Miss., D., read Washington’s Farewell Address. 

Mr. Davey, O., D., defended his position on the reorganiza- 
tion of the government departments. 

Continued consideration of the independent offices appro- 
priation bill (H. R. 9341). 

Mr. Green, Ia., R., obtained consent for the filing of the 
conference report on the revenue bill (H. R. 1). 

Adjourned. 


Tuesday, February 23, 1926 
SENATE: 


Mr. McNary, Ore., R., from the Committee on Appropria- 
tions reported favorably with amendments the Department 
of Agriculture appropriation bill (H. R. 8264). 

Agreed to partial conference reports on the urgent de- 
ficiency appropriation bill (H. R. 8722), and on the Treasury 
and Post Office Departments appropriation bill (H. R. 5959). 

Mr. Mayfield, Tex., D., spoke on the construction of new 
railroads and the relative rights of State and National gov- 
ernments over transportation. 

Resumed consideration of the Judiciary Committee’s re- 
port (No. 177) submitted by Mr. Walsh, Mont., D., pursuant 
to S. Res. 109 in the matter of the Department of Justice 
and the Aluminum Co. of America. Mr. Cummins, Ia., R., 
opposed the renort. 

An executive session was held. 

Adjourned. 

HOUSE: 

Agreed to the conference report on the revenue bill 
(H. R. 1) by a vote of 355 to 28. 

Considered the conference report on the urgent deficiency 
appropriation bill (H. R. 8722) and agreed to a number of 
Senate amendments. 

Passed the Fhipps-Simmons bill (S. 2825) to give the 
approval of Congress to the South Platte River compact. 

Adjourned. 


Wednesday, February 24, 1926 
SENATE: 

Considered the action of the House on the conference re- 
port on the urgent deficiency appropriation bill (H. R 8722). 

Adopted the conference report on the revenue bill (H. R. 
1) by a vote of 61 to 10. A motion by Mr. Neely, W. Va., 
D., to recommit the bill to the committee on conference was 
ruled out of order. The ruling of the chair was sustained by 
a vote of 62 to 8. 

Recess was taken. 

HOUSE: 

Began consideration of the Watson-Parker bill (H. R. 
9463) to provide for the prompt disposition of disputes be- 
tween railroads and their employees. Mr. Cooper, O., R., ex- 
plained the provisions of the bill. Mr. Nelson, Me., R., and 
Mr. Black, Tex., D., opposed the bill. Mr. Barkley, Ky., D., 
and Mr. Mapes, Mich., R., spoke in favor of the bill. 

Adjourned. 


Thursday, February 25, 1926 
SENATE: 


Continued discussion of the report of the Committee on 
Judiciary in the matter of the Aluminum Co. of America. 

Debated conference report on the urgent deficiency ap- 
propriation bill. 

Adjourned. 

HOUSE: 

Judge A. J. Kirk, Ky., took oath of office, having been 
elected to represent the 10th district of Kentucky at a special 
election February 13, 1926, to succeed John W. Langley. 

Agreed to the conference report on the urgent deficiency 
appropriation bill (H. R. 8722). 

Considered the conference report on the Treasury and Post 
Office Departments appropriation bill (H. R. 5959). Agreed to 
Senate amendments. 

Continued debate on the Watson-Parker bill (H. R. 9463) 
to provide for the settlement of railroad labor disputes. Mr. 
Merritt, Conn., R., and Mr. Rayburn, Tex., D., spoke in 
favor of the bill. Mr. Hoch, Kans., R., spoke on his proposed 
amendment that “nothing in the bill shall be construed to 
preclude the Interstate Commerce Commission from con- 
sidering the merits of any such arbitration award when de- 
termining freight or passenger rates or other charges.” Mr. 
Blanton, Tex., D., opposed the bill. 

Mr. Hill, Md., D., spoke against the Curtis-Reed bill to 
create a department of education. 

Adjourned. 


Friday, February 26, 1926 
SENATE: 


Rejected by a vote of 36 to 33 the majority report of the 
Committee on the Judiciary (S. Report No. 177) in the mat- 
ter of the Aluminum Co. of America. 

An executive session was held. 

Recess was taken. 

HOUSE: 

_ Mr. Shreve, Pa., R., from the Committee on Appropria- 
tions, reported the bill (H. R. 9795) making appropriations 
for the Departments of State and Justice and for the judi- 
ciary, and for the Departments of Commerce and Labor 
for the fiscal year ending June 30, 1927. 

Continued debate on the Watson-Parker bill (H. R. 9463) 
to provide for the settlement of railroad labor disputes. 

Adjourned. 


Saturday, February 27, 1926 
ay 
assed the Department of Agriculture appropriation bill 
(H. R. 8264). 62 — 
An executive session was held. 
Adjourned. 
HOUSE: 

Concluded debate on the Watson-Parker bill (H. R. 9463) 
to provide for the settlement of railroad labor disputes. The 
Hoch amendment was ruled out on a point of order, as was 
also an amendment proposed by Mr. Burtness, N. D., R. An 
amendment by Mr. Parker, N. Y., R., specifically preserving 
all present powers of the Interstate Commerce Commission 
under the terms of the bill was adopted. 

Adjourned. 
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Cape Cod Canal 


“The Government made an agreement during the war 
to take over the Cape Cod Canal * * *.” 


Feb. 9—The House Committee on Rivers and Harbors 
concluded hearings on the bill (H. R. 8392, Freeman, 
Conn., R.) for the purchase of the Cape Cod Canal prop- 
erty. The committee has not taken any action on the 
measure. 


Railroads 


“I recommend that the Congress authorize such con- 
solidations under the supervision of the Interstate Com- 
merce Commission * * *,” 


“It is gratifying to report that both the railroad man- 
agers and railroad employees are providing boards for 
the mutual adjustment of differences.” 


Feb. 5—The Senate Committee on Interstate Com- 
merce resumed hearings on the Cummins bill (S. 1870) 
to provide for the consolidation of railway properties. The 
hearings were continued on February 6, 16, 18, 19, 24 
and 25. 

Mar. 5—The Cummins bill (S. 1870) was brought up 
for consideration before the Committee. It was an- 
nounced that the committee will meet again on March 13, 
when Senator Cummins will be heard on a proposed 
amendment to the bill. 

Feb. 19—Mr. Cooper, O., R., from the Committee on 
Interstate and Foreign Commerce, reported the bill (H. 
R. 9463, Parker, N. Y., R.) to provide for the settlement 
of railroad labor disputes. (H. Report No. 328). 


Feb. 26—Mr. Watson, Ind., R., Chairman of the Senate 
Committee on Interstate Commerce, reported, with 
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amendments, the bill (S. 2306) a companion measure to 
the Parker bill in the House. (S. Report No. 222). 

Mar. 1—The House by a vote of 381 to 13, passed, with 
amendments, the bill (H. R. 9463). In the Senate the 
bill was referred to the Committee on Interstate Com- 
merce. 

Mothers’ Aid 

“A carefully considered bill will be presented, which 

ought to have most thoughtful consideration.” 


Feb. 8—The House passed the bill (H. R. 7669, Keller, 
Minn., R.) to provide home care for dependent children 
in the District of Columbia. In the Senate the bill was 
referred to the Committee on the District of Columbia. 
The bill as passed by the House provides for a separate 
agency to administer the pensions fund. 

Feb. 16—Mr. Copeland, N. Y., D., Chairman of the 
Senate Committee on the District of Columbia, reported 
favorably, and without amendment, the bill (S. 1929, 
Capper, Kans., R.) to provide home care for dependent 
children in the District of Columbia. S. Report No. 187. 
The Senate measure provides that the Board of Charities 
of the District of Columbia will administer the pensions 
fund. 

Federal Buildings 

Feb. 15—The House passed the bill (H. R. 6559, Elli- 
ott, Ind., R.) to provide for a Federal building program 
both for the District of Columbia and throughout the 
States. 

Feb. 22—Mr. Fernald, Me., R., Chairman of the Senate 
Committee on Public Buildings and Grounds, reported 
the House bill (H. R. 6559) in the Senate and asked that 
it be substituted for the Senate measure (S. 2007) which 
was pending on the calendar. 


The Supreme Court of the United States 
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Missouri Drainage Laws Held Constitutional 


Under the laws of the State a drainage district was in- 
corporated which originally contained, it is said, 14,400 
acres. In a later year, upon petition of the supervisors of 
the district, the boundries were enlarged in due statutory 
form so as to take in nearly 24,000 acres more of adjoining 
land, including that now concerned. It is not disputed that 
the original district was lawful in all respects. In general 
there can be no doubt that a State has power to add more 
land, that shares the benefit of a scheme, to the lawfully 
constituted district that has to pay for it, and to do so 
against the will of the owner. 

The original incorporators take the risk of a plan and 
agree to pay for it while as yet they do not know exactly 
what the plan will be or what the benefits. If after the plan 
is made and started it becomes obvious that other contiguous 


land will be benefited, it is just that such land should help 
to pay the bills. But only an Eighteenth Century faith in 
human nature could expect that the owners would vote to 
come in and pay their shares when they would get the same 
benefit if they stayed out. 

That the plaintiffs’ land would be benefited has been found 
by the Circuit Court of Carroll County, Missouri, which made 
the order, and by the District Court below. We see no rea- 
son in the evidence for not accepting their findings. 

We see no ground for disturbing the decree below. The 
District Court rightly held that the plaintiffs must fail for 
the additional reason that the assessments against them were 
less than the jurisdictional amount, but this is not very 
— as on the merits the bill must be dismissed.— 
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Branch Banking Policy of the Bill 


The branch banking policy of the bill, as set forth in Sec- 
tions 8 and 9 and further carried out in Sections 1 and 7, 
may be briefly summarized as follows: 

(a) Restricts, after the passage of the bill, branch bank- 
ing within the Federal Reserve System to the corporate 
limits of the city in which the bank is located. This restric- 
tion applies to all national banks and to all State banks 
which are members of the Federal Reserve System. 

(b) It permits State member banks to retain the outside 
branches they now have. 

(c) It permits national banks to have branches within the 
city limits in those large cities where the State banks are 
permitted branches under State law. The same permission 


is given to State member banks of the Federal Reserve Sys- 
tem. 

(d) No branches can be established by either national or 
State member banks in cities of population of !ess than 
25,000; only one branch in cities from 25,000 to 50,000 and 
only two branches from 50,000 to 100,000. 

(e) In addition to the above restrictions the so-called Hull 
amendments provide a further restriction which would pro- 
hibit any national bank or any State member bank from 
establishing branches within city limits in any State which 
may, after the passage of the bill, permit its State banks 
to have branches. 

(f) It does not affect the status of State banks not mem- 
bers of the Federal Reserve System. 
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Decisions of the Comptroller General of the United States, Volume 
4, July 1, 1924, to June 30, 1925. Price, $2.25. List of claimants, 
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their retirement, the continued acquisition within the 
system of independent banks, and the absorption of their 
assets will lead to a predicament where the prepondering 
influence in the Federal Reserve Bank itself will be that 
of branch banks. And it is for this reason that those of 
us, who are at present successfully competing with banks 
of the other persuasion, feel it encumbent on us to pro- 
test, while there is still use in doing so. Because, we can 
picture to ourselves what our situation will be when 85 
per cent or 90 per cent of twelfth district bank business 
is playing to the tune of this California crop-saving merry- 
go-round, whose music we have been hearing. We won’t 
get a ride for our money. And whatever alleviation Con- 
gress might propose at that stage would be without avail, 
inasmuch as these branch banks are all voluntary mem- 
bers, and if any new policies adopted by the Federal Re- 
serve Board or Congress did not appeal to them, the 
twelfth district could walk out overnight, so to speak, 
by giving a few months’ notice. 

Delay upon this matter is equivalent to victory for the 
opponents of the American style of banking—Extracts, 
see 5, p. 107. 


Con—continued 
Hon. Carter Giass—continued from p. 97 
the enactment into law of Section 9 of the McFadden 
Bill is incalculable. 
I have briefly discussed this measure from the banking 
point of view. There is a far more important aspect of 
the problem. Banks are not established alone to make 
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assets are so necessary therein, will not hereafter join 
the Federal Reserve System? Are you willing thus to 
deprive the country of the use of its full financial strength? 

“Now we naturally ask: 

“Why should you do this when you can attain your 
proper end—which is continued maintenance of the Na- 
tional banks of the country on a fair parity of position 
in competition with the State banks—so much more easily 
in the right way than in the wrong way? Why should you 
now reverse the wise banking policy followed by you since 
the creation of the Federal Reserve System, which was 
to have all eligible banks, State as well as National, 
join the system, and thus to give the country the benefit 
of the financial strength of all its banks? Why should 
you now adopt a new policy that will alienate the State 
banks, that will drive them from the Federal Reserve 
System, and that will cause State banks from now on to 
stay out of the system? 

“Why not pause before it is too late? Why not give 
proper time to the consideration of the whole subject in- 
rege adopting this hasty patchwork?’ ”—Extracts, see 

, p. 107. 








money; they are set up to accommodate commerce and 
industry by loaning money and extending credit. I have 
been in Congress twenty-three years, and in that period 
I have never known the merchants or manufacturers or 
any other class requiring credit to come before the Bank- 
ing and Currency Committee of either House or Senate 


to advocate the indefensible proposals in this proposed 
legislation. 




















